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The June 2007 Financial Report has been prepared in accordance with the Australian Accounting Standards
and other mandatory requirements applicable for the year to 30 June 2007. This is similar in format and
content to the June 2006 Financla! Report.




Income statements

For the year ended 30 June

[ TG | PeperlinX Limited

2007 2006 2007 2006
Note $m $m $m $m
Revenue 2 7.817.3 73448 23.1 13.1
Other income 3 15.3 30.5 34.1 25.5
Expenses 4(a} {7.642.1) (7,223.3) {11.8} (6.9)
Result from operating activities 190.5 152.0 45.4 31.7
Financial income B(c) 6.3 7.3 - -
Financial expenses 5(c) (82.9) {73.1) - -
Net financing costs (76.8) 65.8) - -
Profit before tax 5{a} 113.9 86.2 45.4 31.7
Tax expense 6 {34.3) 21.5) {4.1) (2.9)
Profit after tax expense but before profit from discontinued operations 79.6 64.7 41.3 28.8
Profit from discontinued operations, net of tax 11 0.6 0.7 - -
Profit for the period 5(a) 80.2 65.4 41.3 28.8
Profit for the period attributabte to:
Equity holders of PaperlinX Limited 30 80.1 65.4 41.3 28.8
Minority interest 0.1 - - -
80.2 65.4 41.3 28.8
Basic earnings per share [cents) 44 16.4 14.7
Basic earnings per share from continuing operations (cents) 14 16.3 14.5
Diluted earnings per share (cents) 44 16.3 14.5
Diluted earnings per share from continuing operations (cents) 44 16.2 14.3

Notes 1 to 46 form part of these financial statements and are to be reac in conjunction therewith.




Statements of recognised
income and expense

For the year ended 30 June
[ G, PeperiinX Limited |
2007 2006 2007 2006
Note $m $m $m $m
Net foreign exchange differences on translation of overseas substdiaries 29 42.9) 26.7 - -
Actuarial gains on defined benefit plans 30 20.6 30.0 - -
Net income recognised in equity (22.3) 56.7 - -
Profit for the period 80.2 65.4 41.3 28.8
Total recognised income for the period 57.9 122.1 41.3 28.8
Total recognised income for the period attributable to:
Equity holders of PaperlinX Limited 57.8 122.1 41.3 28.8
Minority interest 0.1 - - -
57.9 122.1 41.3 28.8
Effects of change in accounting policy — Adjustment to comply with
AASB139 Financial Insiruments: Recognition and Measurement
Equity helders of PaperlinX Limited - 0.3 - -
Minority interest - - - -
- 0.3 - -

Notes 1 to 46 form part of the financial statements and are to be read in conjunction therewith.




As at 30 June
1 TN R Paperiin Limitcd |
2007 2006 2007 2006
Note $m $m Sm Sm
Current assets
Cash and cash equivalents 8 448.8 455.1 - -
Trade and other recelvables 9 1.564.0 1,541.8 0.8 3.1
Inventories 10 861.2 864.1 - -
Assets classified as held for sale 11 - 19.6 - -
Total current assets 2,874.0 2.880.6 0.8 3.1
Non-current assets
Receivables 12 17.7 8.9 - -
Investments 13 13.3 14.1 1.912.1 1,912.1
Property, plant and equipment 14 1.066.6 990.8 - -
Intangible assets 15 4179 421.6 - -
Deferred tax assets 16 52.9 74.4 - -
Total non-current assets 1.568.4 1,5609.8 1.812.1 1.912.1
Total assets 4,442.4 4,390.4 19129 19152
Current liabilities
Trade and other payables 17 1.256.8 1.1729 199.3 211.6
Loans and borrowings 18 494.9 221.7 - -
Income tax payable 19 5.1 9.6 3.4 1.3
Employee benefits 20 47.1 41.4 - -
Provisions 21 19.1 13.8 - -
Liabilities classified as held for sale 11 - 0.9 - -
Total current liabilities 1.823.0 1.460.3 202.7 2129
Non-current linbilities
Payables 22 53.8 93.1 - -
Loans and borrowings 23 565.7 1.136.7 - -
Deferred tax liabilities 24 48.9 43.4 - 0.5
Employee benefits 25 37.8 373 - -
Provisions 26 7.6 10.9 - -
Deferred income 27 0.5 - - -
Total non-current liabilities 714.3 1.321.4 - 0.5
Total liabilities 2,537.3 2,781.7 202.7 213.4
Net assets 1,905.1 1.608.7 1,710.2 1,701.8
Equity
Issued capital 28 1,701.5 1.691.9 1.701.5 1,691.9
Reserves 29 {87.9) {45.0) - -
Retained profits 30 15.0 {38.2) 8.7 9.9
Total equity attributable to holders of
ordinary shares of PaperlinX Limited 1.628.6 1.608.7 1.710.2 1,701.8
PaperlinX step-up preference securities 31 276.4 - - -
Minority interest 32 0.1 - - -
Total equity 1,905.1 1.608.7 17102 1,701.8

Notes I to 46 form part of these financial statements and are to be read in conjunction therewith.




Statements of cash flows

For the year ended 30 June

{ Consolidated IR St Rl

2007 2008 2007 20086
Note Sm $m $m $m
Cash flows from operating activities
Receipts from customers 7.803.6 7.390.7 25.8 10.0
Payments to suppliers and employees (7.578.7) {7.072.9) (11.1) (6.9)
Dividends received 0.5 0.8 34.1 25.5
interest received 6.3 5.7 - -
Interest paid 82.6) (69.6) - -
Income taxes paid (16.3) (6.1) (2.3) (1.5)
Other income received 10.1 11.2 - -
Net cash from operating activities{!) 142.9 259.8 46.5 27.1

Cash flows from investing activities

Loans advanced to other persons 0.1 {0.9) - -
Acquisition of:

Controlled entities and businesses

(net of cash and bank overdraft acquired) 42 (356.3) (100.9) - -
Property, plant and equipment and intangibles (177.4 (101.4) - -
Partial refund of the purchase price in relation to

an acquisition in a prior period 8.7 - - -
Proceeds from the sale of:

Controlled entities and businesses

{net of cash and bank overdraft disposed) 42 32.0 - - -
Discontinued operations 15.9 - - -
Property. plant and equipment 24.0 51.1 - -
Net cash used in investing activities (132.2)  (152.1) - -
Cash flows from financing activities

Dividends paid (33.8) (77.8) (33.8) (77.8)
Proceeds from employee share plan loans 0.1 0.1 0.1 0.1

Proceeds on issue of step-up preference securities 285.0 - - -
Issue costs of step-up preference securities (8.6) - - -
Proceeds from options exercised 0.8 - 0.8 -
Loans (repald to)/received from subsidiaries - - (13.6) 50.6
Proceeds from borrowings 1,431.6 1,156.1 - -
Repayment of borrowings {1.666.8) (1,171.3} - -
Principal finance lease repayments (0.2) - - -
Net cash from/(used in) financing activities 8.1 92.9) (46.5} (27.1)
Net increase in cash and cash equivalents 18.8 14.8 - -
Cash and cash equivalents at the beginning of the period 453.9 427.8 - -
Effect of exchange rate changes on cash (23.9) 11.3 - -
Cash and cash equivalents at the end of the period % 448.8 453.9 - -

Notes 1 to 46 _form part of these financial statements and are to be read in conjunction therewith.




[ T TSl PaperiinX Limited |

2007 2006 2007 2006
Note S$m $m s$m $m

() Reconciliation of profit after tax to net cash

from operating activities

Profit for the period 80.2 65.4 41.3 28.8

Depreciation and amortisation of property, plant, equipment and intangibles 101.0 104.7 - -

Amortisation of capitatised borrowing costs 1.7 1.2 - -

Profit on disposal of non-current assets (9.0) (24.4) - -

Interest capitalised (4.2) (0.3} - -

Increase in current and deferred taxes 18.1 15.8 1.8 1.4

Increasef{decrease) in provisions {7.3) 4.6 - -

Movement in accrued and prepaid interest (1.2) 1.5 - -

Employee share options 1.6 29 - -

Movement in deferred income 0.5 - - -

Profit element of the partial refund of the purchase price in ‘

relation to an acquisition in a prior period ) (2.6) - - -

Impact of unrealised (profit)/loss in inventories ! (1.2) 05 - -

Operating profit before changes In current and non-current assets and labilities L1776 171.9 43.1 302

{(Increase)/decrease in trade and other receivables {42.3) 13.9 2.8 3.1

{Increase)/decrease in inventories {12.6) 23.8 - -

Increase in trade and other payables - 20.2 50.2 .6 -

Net cash from operating activities 1429 , 2598 46.5 27.1

2' Reconciliation of cash

For the purposes of the Statements of Cash Flows, cash includes cash

on hand and at bank and short-term money market investments, net

of outstanding bank overdrafts. Cash as at 30 June as shown in the

Statements of Cash Flows is reconciled to the related items in the

Balance Sheets as follows: ‘

Cash and cash equivalents 8 448.8 455.1 - -

Bank overdrafis 18 - (1.2) - -
448.8 453.9 - -

Notes 1 to 46 form part of these financial statements and are to be read in conjunction therewith.




Notes to the financial statements

as at 30 June 2007

m Accounting policies

The following significant accounting policies have been
applied by PaperlinX Limited (the Company’} and its
subsidiaries together referred to as (‘the consolidated entity’}.
having regard to their activities, in the preparation of the
Consolidated Financial Report {'the financial report’).

(1) Accounting Standards

The consolidated entity adopts the currently applicable
Australian Accounting Standards and disclosure
requirements of the professional accounting bodies.

(2) Basis of Preparation

The financial report is a general purpose financial report
prepared in accordance with Australian Accounting
Standards (‘AASBs’), other authoritative pronouncements of
the Australian Accounting Standards Board (‘AASB’) and the
Corporations Act 2001,

Issued standards not early adopted

The following standards and amendments relevant to the
Company or the consolidaled entity were avalilable for early
adoption but have not been applied by the consolidated
entity in these financial statements:

+ AASB 8 Operating Segments: (February 2007} which s
applicable to annual reporting periods beginning on or
after 1 January 2009,

* AASB 10! Presentation of Financlal Statements (Oclober
2006) which is applicable to annual reporting periods
beginning on or after 1 January 2007.

» AASB 2007-4 Australian Aclditions to. and deletion from
International Financial Reporting Standards (November
2006). which is applicable to annual reporting periods
beginning on or after 1 July 2007.

* AASB 7 Financial Instruments, which is applicable to
annual reporting periods beginning on or after 1 January
2007.

The consolidated entity plans to adopt the above standards
in the 2008 financial year.

The initial application of the above standards is not expected
to have an impact on the financial results of the Company
and the consolidated entity as the standard and the
amendment are concerned only with disclosures.

The preparation of a financial report in conformity with
Australian Accounting Standards requires management to
make judgements, estimates and assumptions that affect the
application of policles and reported amounts of assets and
liabilities, income and expenses. The estimates and
assoclated assumptions are based on historical experience
and various other factors that are believed to be reasonable
under the circumstances, the results of which form the basis
of making the judgements about carrying values of assets
and liabilities that are not readily apparent from other
sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on
an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if
the revision affects only that period or in the perfod of the
revision and future periods if the revision affects both current
and future periods.

Judgements made by management in the application of
Australian Accounting Standards that have a significant
effect on the financial report and estimates with a significant
risk of material adjustment in the next year are discussed in
Note 1{24).

The accounting policies set out below have been applied
consistently by all entities in the consolidated entity.

The financial report is prepared on the historical cost basis
except that the following assets and liabilities are stated at
their fair value: derivative financial instruments, financial
instruments held for trading, and financial instruments
classified as available-for-sale.

The Company is of the kind referred to in ASIC Class Order
98/100 dated 10 July 1998 (updated by CO 05/641 effective
28 July 2005 and CO 06/51 effective 31 January 2006) and
in accordance with that Class Order, amounis in the
financial report and Directors’ Report have been rounded off
to the nearest thousand dollars, unless otherwise stated.

(3) Basis of Consolidation

The consolidated financial report of the consolidated
entity is in accordance with Accounting Standard AASB
127 Consolidated and Separate Financial Statements.
In preparing the consoclidated financial report, all
balances and transactions between entities included

in the consolidated entity have been eliminated.

Subsidiaries

Subsidiaries are entities controlled by the Company. Control
exists when the Company has the power, directly or indirectly,
to govern the financial and operating policies of an entity so
as to obtain benefits from its activities. In assessing control,
potential voting rights that presently are exercisable or
convertible are laken into account. Investments in subsidiaries
are carried at cost less accumuiated impairment losses.

The financial statements of subsidiaries are included from
the date control commences until the date control ceases.

Dividend distributions from subsidiaries are recognised by
the parent entity when they are declared by the subsidiaries.
Dividends received out of pre-acquisition reserves are
eliminated against the carrying amount of the investment
and not recognised in revenue.

Minority interest in the equity and results of the entities that
are controlled by the consolidated entity are shown as a
separate item in the financial report.

Other entities
Dividends from other investments are recognised when
dividends are received.

PaperlinX step-up preference securities

The PaperlinX step-up preference securities are recorded in
equity, based on the terms and conditions attached thereto,
and are measured as the proceeds received on issue net of

the issue cosis. The distributions paid/payable thereon are
recorded as a distribution from retained earnings.

(4) Revenue recognition

Sales revenue

Sales revenue comprises revenue earned (net of returns.,
discounts, allowances and the amount of goods and services
tax) from the provision of products to entlties outside the
consolidated entity. Sales revenue is recognised when the
significant risks and rewards of ownership have been
transferred to the customer.

Commissions

Revenue for commissions is recognised when the applicable
sale is completed.

Government grants

Grants are recognised initlally as deferred income when
received. Grants that compensate the Group for expenses
incurred are recognised in profit on a systematic basis in the
same periods in which the expenses are recognised. Granis
that compensate the Group for the cost of an asset are
recognised in profit as other income on a systematic basis
over the useful life of the asset.




m Accounting policies continued

(5) Taxation

Income tax

Income tax on the profit and loss for the year comprises
current and deferred tax. Income tax is recognised in the
income statement except to the extent that it relates to
items recognised directly in equity, in which case it is
recognised in equity.

Current tax is the expected tax payable on the taxable
income for the year, using tax rates enacted or substantially
enacted at the balance sheet date, and any adjustment to
tax payable In respect of previous years.

Deferred tax is provided using the balance sheet liability
methoed, providing for temporary differences between the
carrying amounts of assets and liabilities for financial
reporting purposes and the amounts used for taxation
purposes. The following temporary differences are not
provided for: initial recognition of goodwill, the initial
recognition of assets or liabilities that affect neither
accounting nor taxable profit, and differences relating to
investments in subsidiaries to the extent that they will
probably not reverse in the foreseeable future. The amount
of deferred tax provided is based on the expected manner
of realisation or settlement of the carrying amount of assets
and liabilities, using tax rates enacted or substantively
enacted at the balance sheet date.

A deferred tax asset is recognised only to the extent that it is
probable that future taxable profits will be available against
which the asset can be utilised. Deferred tax assets are
reduced to the extent that it is no longer probable that the
related tax benefit will be realised.

Tax consolidation

The Australian Federal Government enacted legislation in
2003 1o allow companies comprising a parent entity and
Australian wholly-owned subsidiaries to elect to consolidate
and be treated as a single entity for Australian income tax
purposes. The Company is the head entity of the Australian
tax consolidated group.

The Company has elected to form a tax consolidated group
effective from 1 July 2003. Under the consolidation rules,
the PaperlinX Group has chosen to reset the tax cost base
of certain depreciable assets which will result in additional
tax depreciation over the lives of the assets.

Current tax expense/income, deferred tax liabilities and
deferred tax assets arising from temporary differences of the
members of the tax-consolidated group are recognised in the
separate financial statements of the members of the tax-
consolidated group using the ‘separate taxpayer within the
group’ approach by reference to the carrying amounts of assets
and liabilities in the separate financial statements of each
entity and the tax values applying under tax consolidation.

Current tax liabilities and assets and deferred tax assets
arising from the unused tax losses and tax credits of the
members of the tax-consolidated group are recognised by the
Company {as head entity in the tax-consolidated group).
Deferred tax assets and deferred tax liabilities are measured
by reference to the carrying amounts of the assets and
liabilities in the Company’s balance sheet and their tax
values applying under tax consolidation.

Any current tax liabilities {or assets) and deferred tax assets
arising from unused tax losses assumed by the head entity
from the subsidiaries in the tax consolidated group are
recognised as amounts recetvable or payable to other entities
in the tax consolidated group in conjunction with any tax
funding arrangement amounts (refer below). Any difference
between these amounts is recognised by the Company

as an equity contribution to or distribution from the
subsidiary. Distributions firsily reduce the carrying
amount of the investment in the subsidiary and are

then recognised as revenue.

The Company recognises deferred tax assets arising from
unused tax losses of the tax-consolidated group to the extent
that it is probable that future taxable profits of the tax-
consolidated group will be available against which the asset
can be utilised.

Any subsequent period adjustments to deferred tax assets
arising from unused tax losses as a result of revised
assessments of the probability of recoverability is recognised
by the head entity only.

Nature of tax _funding arrangements and tax sharing
agreements

The members of the tax-consolidated group have entered into
a tax funding arrangement which sets out the funding
obligations of members of the tax-consclidated group in
respect of tax amounts. The tax funding arrangements
require payments to/from the head entity equal to the
current tax liability (asset) assumed by the head entity and
any tax-loss deferred tax asset assumed by the head entity,
resulting in the head entity recognising an inter-entity
receivables (payables) in the separate financial statements of
the members of the tax consolidated groups equal in amount
to the tax liability (asset) assumed. The inter-entity
receivables/payables are at call.

The head entity recognises the assumed current tax amounts
as current tax liabilities (assets), adding to its own current
tax amounts, since they are also due to or from the same
taxation authority. The current tax liabilities (assets) are
equivalent to the tax balances generated by external
transactions entered into by the tax-consolidated group.
Contributions to fund the current tax liabilities are payable
as per the tax funding arrangement and reflect the timing of
the head entity's obligation to make payments for tax
liabilities to the relevant tax authorities.

The members of the tax-consolidated group have also entered
into a tax sharing agreement. The tax sharing agreement
provides for the determination of the allocation of income tax
liabilities between the entities should the head entity default
on its tax payment obligations. No amounts have been
recognised in the financial statements in respect of this
agreement as payment of any amounts under the tax sharing
agreement is considered remote.

Goods and services tax

Revenues, expenses and assets are recognised net of the
amount of goods and services tax (GST), except where the
amount of GST incurred is not recoverable from the
Australian Taxation Office (ATO). In these circumnstances, the
GST 1s recognised as part of the cost of acquisition of the
asset or as an expense itern.

Receivables and payables are stated with the amount of GST
included.

The net amount of GST payable to the ATQ is included as a
current liability in the Balance Sheet.

Cash flows are included in the Statement of Cash Flows on a
gross basis. The GST components of cash flows arising from

investing and financing activities which are recoverable from,
or payable to, the ATO are classified as operating cash flows.




Notes to the financial statements continued

as at 30 June 2007

m Accounting policies continued

(6) Depreciation

Property, plant and equipment, excluding freehold land, are
deprectated at rates based upon their expected useful lives
using the straight-line methed. Freehold land is not
depreciated.

Depreciation rates used for each class of asset are as lollows:
between 1% - 3% (2006 1% — 3%)
between 1% — 4% (2006 1% — 4%)
between 4% — 20% (2006 4% — 20%)

Land improvements:
Buildings:
Plant and equipment:

Finance leases

for equipment: between 4% — 209 (2006 4% — 20%)

Depreciation and amortisation are expensed except to the
extent they are included in the carrying amount of an asset
as an allocation of production overheads.

The residual value, the useful life and the depreciation
method applied to an asset are reviewed at least annually.

(7) Employee benefits

The consolidated entity’s net obligaticn in respect

of long-term service benefits, other than defined benefit
superannuation funds, is the amount of future benefit that
employees have earned in return for their service in the
current and prior periods. The obligation is caleulated using
expected future increases in wage and salary rates including
related on-costs and expected settlement dates, and is
discounted using the rates attached to the Commonwealth
Government bonds at the balance sheet date which have
maturity dates approximating to the terms of the
consolidated entity’s obligations.

Liabilities for employee benefits for wages, salaries, annual
leave and sick leave that are expected to be settled within

12 months of the reporting date represent present obligations
resulting from employees’ services provided to reporting date
and are calculated at undiscounied amounts based on
remuneration wage and salary rates that the consolidated
entity expects to pay as at reporting date including related
on-costs, such as workers compensation insurance and
payroll tax. Non-accumulating non-monetary benefits, such
as medical care, housing. cars and subsidised goods and
services, are expenses based on the net marginal cost to

the consolidated entity as the benefits, are taken by the
employees.

Employee benefits include, where appropriate, forecast
future increases in wages and salaries, grossed up for on-
costs, and are based on the consolidated entity’s expetience
with staff departures.

Employee share plans

The consolidated entity maintains two employee share plans,
the Employee Share Purchase Plan (ESPP) and the Employee
Share and Option Plan (ESOP}.

Employee share purchase plan

Non-recourse loan plan

Eligibility to participate in this plan is based on each
employee’s service period. An employee is to have been
employed continuously by the consolidated entity for a
period of twelve months or more at the date the invitation
to subscribe is made, unless determined to be eligible at
the discretion of the Directors. The number of shares offered
and the issue price are determined at the discretion of the
directors, subject to the satisfacticn of performance criteria.
The performance criteria relate to the growth in the profit
after tax of the consolidated entity.

When issues relating to this plan are made, non-recourse
loans to assist in the purchase of the shares will be classified
against share capital. The loans can be repaid at any time
and must be fully pald when an individual ceases to be
employed by the consolidated entity. The issues are
accounted for as an option and the fair value at grant date of
the option is independently determined using an appropriate
options pricing model that takes into account the discount
to market price at grant date (40 per cent and 75 per cent as
appropriate), the expected life/term of the interest free loan
and its non-recourse nature, the expected price volatility

(20 per cent), the expected dividend yield (5.5 per cent} and
the risk-free interest rate for the term (5.6 per cent). The fair
value of the option has been fully recognised in the accounts
of the consolidated entity. Eligibility to participate in this
plan ceased in 2004.

Purchase plan

During the 2006 financial year, the plan was introduced and
eligibility to participate is restricted to Australian resident
permanent employees who are employed at the closing date
of the relevant offer period. There are no other service criteria
and no performance criteria under the plan. Employees
contribute on a pre-tax salary sacrifice basis over a pre-
determined period. The shares are purchased ‘on market’ at
the end of the contribution period and the number of shares
allocated to each emplayee is determined by the weighted
average purchase price of the shares at that time.

The consolidated entity contributes an additional 5 per cent
of the number of shares and these shares are also purchased
‘on market’ and granted to participating employees under the
plan for no consideration. The ‘on market’ purchase value of
these shares is recognised as an employee benefits expense
in the period during which the employee becomes
unconditionally entitled to the shares.

Employee share and option plan

Subject to the satisfaction of specified performance and
service criteria, senior management of the consolidated
entity may be offered a specified mumber of shares, options
or rights as part of their total remuneration, at the discretion
of the directors. The two performance criteria relate to
earnings per share and the total shareholder retum of the
consolidated entity. In accordance with the rules of the
ESOP, shares, options and rights may be issued upon such
terms and conditions as determined by the directors.

Issue or purchase of shares

The shares relating to the performance rights or performance
options under the ESOP may either be new issued shares or,

as required, shares purchased ‘on market’ and held on trust

for distribution to participants if the performance criteria

are satisfied.

The cost of shares purchased ‘on market’ is recognised as a
deduction from total equity and charged directly to retained
earnings when they are allocated to employees.

When share capital recognised as equity is repurchased, the
amount of the consideration patd. including directly
attributable costs, is recognised as a deduction from total
equity. In the financial staterments the transactions relating
to shares held on trust are treated as being executed directly
by the consolidated entity. Accordingly, shares held on trust
are deducted from equity.

Performance options and performance rights

For options and performance rights granted before

7 November 2002 and/or vested before 1 January 2005,
no expense is recognised. The shares are recognised
when the options are exercised and the proceeds received
allocated to share capital.



m Accounting policies continued

For options and performance rights granted after

7 November 2002 and vested after 1 January 2005, the
fair value of options and performance rights granted under
the ESOP is recognised as an employee benefit expense
with a corresponding increase in equity. The fair value is
measured at grant date and recognised over the period
during which the employees become unconditionally
entitled to the options.

The fair value at grant date of the options and the
performance rights is independently determined using an
appropriate options pricing model that takes into account the
exercise price, the expected life/term, the vesting and
performance criteria, the impact of dilution, the nen-
tradeable nature, the share price at grant date and expected
price volatility of the underlying share, the expected dividend
yield and the risk-free interest rate for the term.

The fair value of the options and performance rights granted
excludes the impact of any non-market vesting conditions.
Non-market vesting conditions are included in assumptions
about the number of options and performance rights that are
expected to vest, At each balance sheet date, the entity
revises its estimate of the number of options that are
expected to vest. The employee benefit expense recognised
each period takes into account the most recent estimate.

Upon the exercise of options and performance rights, the
exercise price paid is recognised in equity.

Employee retirement bengfit obligations

The consolidated entity has both defined benefit and defined
contribution plans. The defined benefit plans provide defined
lump sum benefits based on years of service and final
average salary. The defined contribution plans receive fixed
contributions from the consolidated entity and the
consolidated entity’s legal or constructive obligation is limited
to these contributions.

A liability or asset in respect of defined benefit
superannuation plans is recognised in the balarnce sheet.
and i{s measured as the present value of the defined benefit
obligation at the reporting date less the fair value of the
superannuation fund's assets at that date and any
unrecognised past service cost. The present value of the
deflned benefit cbligation is based on expected future
payments which arise from membership of the fund to the
reporting date. calculated annually by independent actuaries
using the projected unit credit method. Consideration is
given to expected future wage and salary levels, experience
of employee departures and perfods of service.

Expected future payments are discounted using market
yields at the reporting date on national government bonds
with terms to maturity and currency that match, as closely
as possible, the estimated future cash outflows.

Actuartal gains and losses arising from experience
adjustments and related changes in actuarial assumptions
are charged or credited to retained earnings.

Past service costs are recognised immediately in income,
unless the related changes to the superannuation fund are
conditional on the employees remaining in service for a
specified perlod of time (the vesting period). In this case, the
past service costs are amortised on a straight-line basis over
the vesting period.

Future taxes that are funded by the entity and are part of
the provision of the existing benefit obligation (e.g. taxes on
investment income and employer contributions) are taken
into account in measuring the net lability or asset.

(8) Net financing costs

Net financing costs comprise interest and other financing
charges including foreign exchange gains and losses, net
of interest on funds invested. These costs are brought to
account in determining profit for the year. except to the
extent the interest incurred relates to major capital items
in which case interest is capitalised as a cost of the asset
up to the time it is ready for its intended use or sale.

Interest income is recognised in the inceme statement as

it accrues, using the effective interest method. The interest
expense component of finance lease payments is recognised
in the income statement using the effective interest method.

For fixed assets, the capitalised interest and charges
are amortised over the expected useful economic lives.

{9} Property, plant and equipment

Depreciable property, plant and equipment are shown in the
Financial Report at cost or deemed cost less accumulated
depreciation and impairment losses.

Certain items of property, plant and equipment that had
been revalued to fair value prior to 1 July 2004 {AIFRS
transition date) are measured on the basis of deemed cost,
being the revalued amount at the date of that revaluation.

(10) Inventories

Inventories are valued at the lower of cost (including an
appropriate proportion of fixed and variable overheads)
and net realisable value in the normal course of business.

The cost of inventories is based on the first-in first-out
principle and includes expenditure incurred in acquiring the
inventtories and bringing them to their existing location and
condition. In the case of manufactured inventories and work
in progress, cost Includes an appropriate share of overheads
based on normal operaling capacity. The provision for
impalrment losses Is based on an ageing analysis.

Net realisable value is the estimated selling price in the
ordinary course of business, less the estimated costs of
completion and selling expenses.

(11) Cash and cash equivalents

Cash and cash equivalents comprise cash balances,
short-term bills and call deposits. Bank overdrafts that
are repayable on demand and form an integral part of the
consolidated entity's cash management are included as a
component of cash and cash equivalents for the purpose
of the statement of cash flows.

(12) Foreign currency

Functional currency

The financial statements of foreign subsidiaries are
measured using the currency of the primary economic
environment in which the entity operates being the entity's
functional currency. The consolidated financial statements
are presented in Australian dollars, which is the consolidated
entity’s functional and presentational currency.




Notes to the financial statements continued

as at 30 June 2007

Accounting policies continued

Transactions

The consolidated entity is exposed to changes in foreign
currency exchange rates as a consequence of the need to
purchase items denominated in foreign currency as part of
its activities. Transactions in foreign currencies are
translated at the foreign exchange rate ruling at the date of
transaction. Monetary assets and liabilities at balance date
are translated to Australian dollars at the foreign exchange
rate ruling at that date. Non-monetary assets and Uabilitles
measured at historical cost are translated using the
exchange rate at the date of the transaction. All material
foreign currency transactions. which are not offset by a
natural hedge. are subject to forward exchange contracts and
any exchange gains/losses arising from the effect of currency
fluctuations on the underlying transactions are offset by the
exchange gains/losses on the forward exchange contract. As
a result, exchange rate movermments on such foreign currency
transactions are largely offset within the income statement.

Translation of foreign subsidiaries

The assets and liabilities of foreign operations, including
goodwill and fair value adfusiments arising on consolidation,
are translated to Australian dollars at foreign exchange rates
ruling at the balance sheet date. The revenues and expenses
of foreign operations are translated to Australian dollars at
rates approximating the foreign exchange rates ruling at the
dates of the transactions. Foreign exchange differences
artsing on retranslation are recognised directly In a separate
component of equity.

Any exchange gains/losses arising on transactfons entered
into to hedge the currency fluctuations on the net investment
in foreign subsidiaries are recorded, net of tax, in the
exchange fluctuation reserve on consolidation where it is
determined to be an effective hedge. They are released into
income upon disposal of the entity.

(13) Financial instruments

The consolidated entity is exposed to changes in interest
rates, foreign exchange rates and commeodity prices from its
activities. The consolidated entity uses the following financial
instruments to hedge these risks: interest rate swaps and
forward exchange contracts. Financial Instruments are not
held for trading purposes.

Derivative instruments
Dertvative instruments are initially recognised at fair value

on the date the derivative contract is entered into and are
subsequently remeasured to their fair value.

Changes in the fair value of derivative instruments are
recognised immediately in the income statement.

Financial instruments included ir liabilities
Trade and other payables are recognised for amounts to be
paid in the future for goods and services received. whether or

not billed to the consolidated entity and are stated at
amortised cost.

Interest bearing loans and borrowings are recognised initially
at fair value less attributable transaction costs. Subsequent
to initial recognition, interest bearing borrowings are stated at
amortised cost. Any difference between cost and redeemable
value is recognised as interest expense, on an effective interest
basis in net Anancing costs over the period of the borrowings.

Financial instruments included in assets

Trade debtors and other recelvables are carried at amortised
cost less any Impairment losses. Collectability of overdue
accounts is assessed on an ongeing basis. Specific provision
is made for all doubtful accounts.

Investments are initially recorded at cost and are subject to

impairment testing at each reporting date. They are included
in non-current assets unless management intends to dispose
of the investment within 12 months of the balance sheet date.
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Financial assets are derecognised when the rights to receive
cash flows from the financial assets have expired or have
been transferred and the consolidated entity has transferred
substantially all the risks and rewards of ownership.

Available-for-sale financial assets and financial assets at
fair value through profit and loss are subsequently carried
at fair value. Loans and receivables and held-to-maturity
investments are carried at amortised cost using the effective
interest method.

Cash and cash equivalents
Cash and cash equivalents comprise cash balances and
call deposits with an original maturity of three months.

(14) Leased assets

Plant and equipment leases under which the consolidated
entity assumes substantially all the risks and rewards of
ownership are classified as finance leases. Other leases are
classified as operating leases.

Operating leases
Payments made under operating leases are expensed on a
straight line basis aover the term of the lease.

(15) Research and development expenditure
Expenditure on research activities is charged against
operating profit in the year in which the expendiiure is
incurred. Expenditure on development activities is
capitalised if the product or process is technically and
commercially feasible, and completion is intended.

(16) Goodwill

Goodwill is not amortised but is tested for impairment
annually, or more frequently if events or changes in
circumstances indicate that it might be impaired and is
carried at cost less impairment charges where applicable.

Gains and losses on the disposal of an entity include the
cartying value of goodwill relating to the entity sold. Goodwill
is allocated to cash-generating units for the purpose of
impairment testing.

(17) Other intangible assets

Other intangible assets that are acquired by the consolidated
entity are stated at cost less accumulated ameoertisation

and impairment losses (see Note1(20)). The pericd of
amortisation equates to the period over which benefits

are expected to be derived.

(18) Brand names

Brand names acquired are carried at cost less any
irnpairment losses and are not amortised on the basis that
they have indefinite lives. The associated brands are
supported by expenditure annually, consistent with the
stated strategy to further develop the brands.

Brand names are allocated to cash-generating units for the
purpose of impairment testing,

(19) Business combinations

Business combinations prior to 1 July 2004

Goodwill is included on the basts of its deemed cost. which
represents the amount recorded under previous AGAAP.

The classification and accounting treatment of business
combinations (including goodwill} that occurred prior to 1 July
2004 has not been reconsidered in preparing the consolidated
entity's opening AIFRS balance sheet at 1 July 2004.




Accounting policies continued

Business combinations since 1 July 2004

The purchase method of accounting is used to account for
all acquisitions of assets (including business combinations)
regardless of whether equity instruments or other assets

are acquired. Cost is measured as the fair value of the assets
given, shares issued or liabilitles incurred or assurmed at

the date of exchange plus costs directly attributable to the
acquisition. Transaction costs arising on the issue of equity
instruments are recognised directly in equity.

Identifiable assets acquired and liabilities and contingent
liabilitles assumed in a business combination are measured
initially at their fair value at the acquisition date. The excess
of the cost of acquisition over the net fair value of the
Group's share of the identifiable net assets acquired is
recorded as goodwill. If the cost of acquisition is less than
the net fair value of the net assets of the subsidiary acquired,
the difference is recognised directly in the income statement,
but only after a reassessment of the identification and
measurement of the net assets acquired.

Where settlement of any part of cash consideration is deferred,
the amounts payable in the future are discounted to their
present value as at the date of exchange. The discount rate
used is the entity's incremental borrowing rate, being the
rate at which a similar borrowing could be obtained from an
independent financier under comparable terms and conditions.

(20) Impairment of assets

Assets that have an indefinite useful life are not subject to
amortisation and are tested annually for impairment. Assets
that are subject to amortisation are reviewed at each balance
sheet date to determine whether there is any indication of
impairment. If any such indication exists the asset’s
recoverable amount is estimated. An Impairment loss is
recognised for the amount by which the asset's carrying
amount exceeds its recoverable amount. The recoverable
amount is the higher of an asset's fair value less costs to sell
and value in use. For the purposes of assessing impairment,
assets are grouped at the lowest levels for which there are
separately Identiflable cash flows (cash generating units).
Impairment losses recognised in respect of cash generating
units are allocated first to any goodwill allocated to the cash
generating unit, and then to other assets in the unit on a pro
rata basis.

Recoverable amount

The recoverable amount of receivables carried at cost is
calculated as the present value of estimated future cash
flows, discounted at the original effective interest rate.
Receivables with a short duration are not discounted.

The recoverable amount of other assets is the greater of their
fair value less costs to sell and value in use. In assessing value
in use, the estimated future cash flows are discounted to their
present value using an appropriate pre-tax discount rate.

Reversals of impairment

An impairment loss in respect of goodwill recorded in profit
in one period is not permitted to be reversed to profit in a
subsequent period.

In respect of other assets, an impairment loss is reversed
only if there is an indication that the impairment loss may no
longer exist or there has been a change in estimates used to
determine the recoverable amount,

An impairment loss is reversed only to the extent that the
asset’s carrying amount does not exceed the carrying amount
that would have been determined. net of depreciation or
amortisation, If no impairment loss had been recognised.
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(21) Provisions

A provision is recognised when there is a present legal or
constructive obligation as a result of a past event and it is
probable that an outflow of economic benefits will be
required to settle the obligation. Provisions are determined by
discounting the expected future cash flows at a pre-tax rate
that reflects current market assessments of the time value of
meoney and. where appropriate, the risks specific to the liability.

Dividends on ordinary shares

A provision for dividends payable {s recognised in the
reporting period in which the dividends are declared, for the
entire undistributed amount, regardless of the extent to
which they will be paid in cash.

Distribution on PaperlinX step-up preference securities
A provision for distributions payable is recognised in the
reporting period in which the distributions are declared, for
the entire undistributed amount.

Surplus leased premises

Provision is made for non-cancellable operating lease rentals
payable on surplus lease premises when the expected future
benefits to be obtained are less than the amount payable.

Workers' compensation

Provision is made for workers’ compensation claims in
accordance with self-insurance licences held. The amount
of this provision is confirmed at each year end by an
independent actuary,

Restructuring

A provision for restructuring is recognised when the
consclidated entity has approved a detailed and formal
restructuring plan, and the restructuring either has
commenced or has been publicly announced.

(22) Earnings per share

Basic earnings per share (EPS) is calculated by dividing the
net profit attributable to members of the parent entity after
deduction of the distribution on the PaperlinX step-up
preference securities by the weighted average number of
ordinary shares of the Company, adjusted for any bonus issue.

Diluted EPS is calculated by dividing the basic EPS earnings,
adjusted by the after tax effect of financing costs associated
with dilutive potential ordinary shares and the effect on
revenues and expenses of conversion to ordinary shares
assoclated with dilutive potential ordinary shares, by the
weighted average number of ordinary shares and dilutive
potential ordinary shares adjusted for any bonus issue.

(23) Revisions of accounting estimates
Revisions (o accounting estimates are recognised
prospectively in current and future pertods.

(24) Accounting estimates and judgments

The consolidated entity makes estimates and assumptions
concerning the future. Actual results may at times vary
from estimates. The estimates and judgments that have

a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next
financial year are discussed below.

Impairment of non-current assets

The consolidated entity assesses whether non-current assets
are impaired at least annually. These calculations involve an
estimation of the recoverable amount of the cash generating

units to which the non-current assets are allocated.

Defined benefit superannuation fund obligations
Various actuarial assumptions are utilised in the
determination of the consolidated entity’s defined benefit
superannuation fund obligations. These assumptions are
discussed in Note 1(7).




Notes to the financial statements continued
as at 30 June 2007

[ TP Paperiio Limited |

2007 2006 2007 2006
$m $m $m $m
ECZEN Revenue
Sales of goods 7.814.1 7.342.1 - -
Commissions 3.2 2.7 23.1 13.1
Total Revenue 7.817.3 7.344.8 23.1 13.1
m Other income
Rent 2.5 2.6 - -
Dividends , 0.5 0.8 34.1 25.5
Net profit on disposal of non-current assets () 8.1 24.4 - -
Other 4.2 2.7 - -
Total other income 15.3 30.5 34.1 25.5

{1) Included in the amount in the current year (s $Nil million (2006: §16.3 million) in relation to profits arising on the disposal of
properties under commercial sale and lease back arrangements. In accordance with the on-going review of the owned properties,
it is expected that further commercial sale and lease back arrangements may be undertaken in the future.

i [Tl PaperlinX Limited

2007 2006 2007 2006
$m $m $m $

EZITX Expenses
(a) Expenses (excluding ﬂimncing casts)
Cost of sales 6.369.0 5991.1 - -
Personnel costs non-manufacturing 683.5 639.7 - -
Logistics and distribution 316.4 292.5 - -
General and administration 240.2 265.3 1.8 6.9
Sales and marketing 31.9 32.7 - -
Research and development 1.1 2.0 - -
Total expenses (excluding financing costs) (" 7.642.1 72233 11.8 6.9
(b) Personnel costs included above:
Wages and salaries 645.2 624.1 - -
Increase in lability for employee benefits - refer Note 5{b) 27.9 22.6 - -
Contributions to defined contribution plans 26.4 29.6 - -
Employee share options and rights — refer Note 30 1.6 29 - -
Net increase in liability for defined benefit obligation — refer Note 41 14.7 17.9 - -

715.8 697.1 - -

{1} Included in expenses is $22.3 million (2006: $25.4 million} business restructure costs which primarily relate to the
Maryvale Pulp Mill, partially offset by net property savings of $10.1 million (2006: $21.2 miliion].
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| ZETPTIICTR| rperinX Limited |

2007 2008 2007 2006
$m $m $m $m
Profit for the perlod
(a) Profit for the period comprises the following:
Revenue sale of goods
* Continuing cperations 7.8141 7,342.1 - -
¢ Discontinued operations 252 28.5 - -

78393 73716 - -

Profit before depreciation, impairment, amortisation, net interest and tax :
¢ Continuing operations 285.3 255.8 45.4 31.7

* Discontinued operations 1.2 1.3 - -
286.5 257.1 45.4 31.7

Depreciation, impairment and amortisation
+ Continuing operations (101.0 (104.7) - -
+ Discontinued operations - - - -

(101.0) (104.7) - -

Profit before net interest and tax

* Continuing operations 184.3 i51.1 45.4 31.7

* Discontinued operations - ) 1.2 1.3 - -
185.5 152.4 45.4 31.7

Net interest

+ Continuing operations , (70.4) (64.9) - -

+ Discontinued operations 0.5 0.2) - -
(70.9) (65.1) - -

Profit before tax

* Continuing operations 113.9 86.2 45.4 3.7

+ Discontinued operations 0.7 1.1 - -
114.6 87.3 45.4 31.7

Tax

» Continuing operations S 343 21.5) 4.1) 2.9

+ Discontinued operations : 0.1} (0.4) - -
(34.4) 21.9) 4.1) (2.9)

Profit for the period

* Continuing operations 79.6 64.7 41.3 28.8

*» Discontinued operations 0.6 0.7 - -
80.2 65.4 41.3 28.8
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Notes to the financial statements continued
as at 30 June 2007

| TPTERIER Paperiin Limited |
2007 2006 2007 2006
$m $m $m $m
Profit for the period {continued)
{(b) Profit before tax has been arrived at after (charging)/crediting:
Depreciation:
¢ of land improvements {0.2) (0.3) - -
+ of buildings {10.0) (11.3) - -
+ of plant and equipment {73.7) (73.2) - -
{83.9) (84.8) - -
Amortisation:
« of computer software intangibles {16.9) (19.7) - -
* of leased assets (0.1} 0.2) - -
= other {0.1) - - —
(17.1) [19.9) - -
Total depreciation, impairment and amortisation (101.0) {104.7) - -
Total depreciation, impairinent and amortisation is included
in the following expense categories:
* cost of goods sold (52.9) (51.8) - -
» general and administration {17.0) (19.6) - -
+ logistics and distribution {3L.1) (33.3) - -
(101.0)  (104.7) - -
Provisions:
« employee benefits (27.9} {22.6) - -
¢+ doubtful debts 8.4 (3.0 - -
+ diminuticn in value of inventories - (1.1) - -
+ other (0.6) (7.7) - =
Total provisions (20.1) (34.4) - -
Lease rentals:
¢ Operating leases (65.9) (55.4) - -
(c) Net financing costs, continuing operations
Financial income: :
* Interest income 6.3 5.8 - -
+ Net foreign exchange gain - 1.5 - -
Total financial income 6.3 7.3 - -
Financlal expenses: ‘
¢ Interest expense (80.9) (71.0} - -
¢ Less capitalised interest expense 4.2 0.3 - -
(76.7) (70.7) - -
» Net foreign exchange losses {3.4) - - -
* Other borrowing costs (2.8) 2.4) - -
Total financial expenses {82.9) (73.1) ~ -
Total net financing costs, continuing operations {76.6) (65.8) - -
Net interest. continuing operations ]
¢ Interest income 6.3 5.8 - -
* Interest expense (76.7) (70.7) - -
Total net interest, continuing operations (70.4) 64.9) - -




C I ¢aperin Limited |
2007 2006 2007 2006
$m $m $m $m
EZEXM Teox expense
Prima facie income tax expense calculated at standard rates of tax :
on profit from continuing operations and discontinued operations (34.4) (26.2) (13.6) (9.5)
(Addj/deduct the tax effect of:
* Non assessable dividends from Australian subsidiaries ‘ - - 10.2 7.7
= Amortisation of goodwill allowable 7.4 8.4 - -
+ Overseas tax rate differential 0.7 (1.5) - -
* Research and development incentives 1.5 1.2 - -
* Tax losses not brought to account ) (9.8) . - - -
* Reversal of tax losses previously brought to account - (5.5) - -
* Income tax related to wholly-owned subsidiaries in the tax-consolidated group - - 2.5 3.9
* Recovery of income tax under a tax funding agreement - - {2.9) {3.9)
* Non deductible expense for employee share options and rights {0.5) (0.9) - -
+ Other ' {1.1) 02 (C.1) (1.1)
+ Over/(under) provision in prior years 1.8 24 (0.6) -
Total tax expense (34.4) (21.9) 4.1 (2.9}
Recognised in the income statement
Current tax expense
Current year (36.2) (18.8) {(3.5) (2.9)
Adjustments for prior years 1.8 2.4 (0.6) -
(34.4) (16.4) (4.1) 2.9
Deferred tax expense
Expense on derecognition of tax loss , - (5.5) - -
- (5.5) - -
Total tax expense in income statement (34.4) (21.9) (4.1) (2.9)
Attributable to:
Continuing aperations (34.3) (21.9) 4.1) (2.9)
Discontinued operations (0.1) (0.4) - -
(34.4) {21.9) {4.1) (2.9)
Recognised directly in equity:
Actuarial gains on defined benefit plans 9.3 11.6 - -
Total 9.3 11.6 - -

The balance of the consolidated franking account as at 30 June 2007 was SNil million (2006: SNil million).
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Notes to the financial statements continued
as at 30 June 2007

[ Consolidated | PaperlinX Limited

2007 2006 2007 2006
Sm Sm Sm Sm

W AR Dividends and distributions

(a) Dividends on PaperlinX Limited ordinary shares
Interim dividend paid:

¢ 5 cents per share paid on 5 April 2007, Nil% franked at
a rate of 309 tax rate on fully paid shares @ 224 - 22.4 -

* 5.5 cents per share paid on 5 April 2006, Nil% franked at
a 30% tax rate on fully paid shares (1} - 24.6 - 24.6

Final dividend paid:

* 4.5 cents per share paid on 13 October 2006, Nil% franked
at a 30% tax rate on fully paid shares 20.1 - 20.1 -

¢ 12 cents per share pald on 28 September 2005, Nil% franked
at a 30% tax rate on fully paid shares® . - 53.5 - 53.5

42.5 78.1 42.5 78.1

{1} Paid out of profits measured in accordance with Austratian Accounting Standards and other financial reporting requirements
applicable for the year ended 30 June 2006.

{2} Paid out of profits meastred in accordance with Austratian equivalents to International Financial Reporting Standards and issued
by the Australian Accounting Standards Board and the financial reporting requirements applicable for the year ended 30 June 2007,

PaperlinX Limited has declared a dividend, at the date of this report, on ordinary shares payable 26 September 2007 - 6.0 cents per
share, unfranked on fully paid shares. This dividend has not been provided for in the accounts as at 30 June 2007.

It is expected that the interim dividend in respect of the year ending 30 June 2008 will be unfranked.

(b) Distributions on PaperlinX step-up preference securities ) . )
+ Rate of 9.04% for the period 30 March 2007 to 30 June 2007, inclusive (!} ) 6.6 - - -

6.6 - - -

{1) This distribution was provided for at 30 June 2007 and paid on 2 July 2007. The distribution rate for the period 30 June 2007 to
31 December 2007 is 8.97 per cent.

[ Consolidated | ST

2007 2006 2007 2006
$m $m $m $m

Cash and cash equivalents
Cash on hand and at bank 328.0 387.0 - -
Deposits at call 120.8 68.1 - -
Total cash and cash equivalents 448.8 455.1 - -

R Trade and other receivables

Trade debtors 1,507.5 14606 - -
Provision for impairment losses ) (74.1) 57.2) - -
Net trade debtors 1.4334 14034 - -
Other debtors 876 82.6 0.3 3.1
Prepayments 43.0 55.8 - -
Amounts owing from subsidiaries - - 0.5 -
Total trade and other receivables 1,564.0 1.541.8 08 3.1

16




Consoclidated ] PaperlinX Limited

2007 2006 2007 2008
$m $m $m $m

EXTETY Inventories
At cost:
Raw materials and stores ‘ 101.2 101.3 - -
Provision for impairment losses {9.7) (8.8) - -
Net raw materials and stores 91.5 92.5 - -
Work in progress 15.9 15.8 - -
Finished goods 752.3 756.4 - -
Provision for impairment losses (20.6) (20.7) - -
Net finished goods 731.7 735.7 - -
At net realisable value:
Finished goods 22.1 20.1 - -
Total inventories 861.2 864.1 - -

EITYETH Asscts and liabilities held for sale

The assets and liabilities held for sale relate to part of the Merchanting and Paper Trading business purchased in Canada
during the previous year, which were required to be sold as a condition of the regulatory approval of the total acquisition.
The sale was concluded in October 2006.

L Consolidated ]
2007 2006
$m $m
Results from discontinued operations:
Revenue - sales of goods 25.2 29.5
Profit before depreciation, impairment, amortisation, net interest and tax
¢ Operating activity 0.4 1.3
* Profit on disposal 0.8 -
1.2 1.3
Profit before net interest and tax
¢ Operating activity 0.4 1.3
+ Profit on disposal 0.8 -
1.2 1.3
Net interest
¢ QOperating activity (©.5) {0.2)
« Profit on disposal - -
{0.5) {0.2)
Proflt before tax
» Operating activity 0.1) 1.1
* Profit on disposal 0.8 -
0.7 1.1
Tax expense
* Operating activity [0.1) (0.4)
* Profit on disposal - -
(0.1) (0.4)
Profit for the period
s Operating activity 0.2 0.7
* Profit on disposal 0.8 -

0.6 0.7
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Notes to the financial statements continued
as at 30 June 2007

[ Consclidated __]

2007 2006
$m $m
Assets and liabilities held for sale (continued)
Effect of the disposal on individual assets and labilities of the consolidated entity
Assets
¢ Trade and other receivables 9.5 11.3
* Inventories 55 7.9
¢ Property. plant and equipment 04 0.4
154 19.6
Liabilities
* Trade and other payables [0.3) (0.9)
Net identifiable assets and liabilities 15.1 18.7
Consideration
* Received in cash 15.9 -
15.9 -
Profit on disposal before tax 0.8 -

During the year ended 30 June 2007, the component of the Canadian business held for sale had cash inflows from operating
activities of $3.4 million (2006: $0.8 million), cash outflows from investing activities of $Nil million and cash flows from
Jfinancing activities of SNil millior.

[ [T El| PaperlinX Limited

2007 2006 2007 2006
$m $m Sm $m

WOCB VA Receivables
QOther debtors 17.7 8.9 - -
Total receivables 17.7 8.9 - -

hIJ L EN Investments

Shares in controlled entities — refer Note 42
* At cost -

Total investment {n shares in controlled entities -

Shares in other companies
- Not listed on stock exchanges:
¢ At cost 13.3 14.1 - -

Total investment in other companies 13.3 14.1 - -
Total investments 13.3 14.1 1,912.1 1,912.1

1,8912.1 1,812.1
1,912.1 1,912.1
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{ Consolidated _] PaperlinX Limited

2007 2006 2007 2008
$m $m $m $m

Property, plant and equipment
Land:
* At cost 70.3 77.1 - -
» Accumulated impairment losses (2.3) (2.4} - -
Total net land 68.0 74.7 - -
Land improvements:
« At cost 12.7 11.4 - -
* Accurmnulated depreciation and impairment losses (3.3) {3.1) - -
Total net land improvements 9.4 8.3 - -
Buildings:
* At cost 363.2 382.5 - -
* Accumulated depreciation and impairment losses (171.0) (169.4) - -
Total net butldings 192.2 213.1 - -
Plant and equipment:
* At cost® 2,081.5 1.926.4 - -
» Accumulated depreciation and impairment losses (1.264.8) (1,232.1) - -
Total net plant and equipment 796.7 694.3 - -
Leased assets:
* Finance leases 1.3 1.4 - -
+ Accumulated amortisation and impairment losses {1.0) (1,0 - -
Total net leased assets 0.3 0.4 - -
Total property, plant and equipment 1.066.6 990.8 - -

{1) Included in cost is amounts relating to assets under construction which are not subject to depreciation.

The reconciliation of the movement in each class of property,
plant and equipment is as follows:

Land:

Balance at beginning of year . .

Cost 77.1 77.6 - -
Accumulated impairment losses (2.4} (2.3) - -
Net balance at beginning of year 74.7 75.3 - -
Disposals (2! (4.5) (6.3} - -
Acquisition of subsidiaries/businesses (3 - 0.2 - -
Foreign currency movements (4.3) 5.0 - -
Transfers 2.1 0.5 - -
Net balance at end of year 68.0 74.7 - -
Land improvements:

Balance at beginning of year

Cost 11.4 9.3 - -
Accumulated depreciation and impairment losses (3.1 (2.9) - -
Net balance at beginning of year 8.3 6.4 - -
Additions 1.3 2.2 - -
Depreciation ! (0.2} 0.3 - -
Net balance at end of year ‘ 9.4 8.3 - -
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Notes to the financial statements continued

as at 30 June 2007

[T S W PaperlinX Limited

2007 2008 2007 2008
$m $m $m $m

LEIYTY Property, plant and equipment (continued)
Buildings:
Balance at beginning of year
Cost 382.5 389.3 - -
Accumulated depreciation and impairment losses {169.4} (158.4) - -
Net balance at beginning of year 213.1 230.9 - -
Additions (1} 52 3.9 - -
Disposals (2l (6.5) {24.1) - -
Depreciation (10.0) {11.3) - -
Acquisition of subsidiaries/businesses ¥ - 5.1 - -
Disposal of subsidiaries/businesses ® (0.4 - - -
Transfers (1.4) (1.2) - -
Foreign currency movements (7.8) 9.8 - -
Net balance at end of year 192.2 213.1 - -
Plant and equipment:
Balance at beginning of year
Cost 1,926.4 1.779.4 - -
Accumulated depreciation and impairment losses (1.232.1) ({1,107.0} - -
Net balance at beginning of year 694.3 672.4 - -
Additions (1 185.2 91.0 - -
Disposals @ (2.4) (2.6) - -
Depreciation (73.7) (73.2) - -
Acquisition of subsidiaries/businesses F 4.3 4.4 - -
Disposal of subsidiaries/businesses 0.9 -
Transfers 0.3 0.2 - -
Transfers to computer software t4.1) (0.7 - -
Foreign currency movements (5.7 28 - -
Net balance at end of year 796.7 694.3 - -
Leased assets:
Balance at beginning of year
Cost 1.4 0.4 - -
Accumulated amortisation and impairment losses (1.0 (0.2} - -
Net balance at beginning of year 04 0.2 - -
Transfers - 0.5 - -
Amortisation ©.1) 0.2} - -
Additions (1} 0.1 - - -
Disposals @ 0.1) (0.1) - -
Net balance at end of year 0.3 0.4 - -

{1} The total additions included above are $191.8 million (2006: $97.1 million),
{2) The total disposals included above are $13.5 million {2006: $33.1 million).

{3) The total acquisitions of property, plant and equipment of subsidiaries/bustnesses included above are $4.3 million (2006: $9.7 million}.
{4) The total disposals of property, plant and equipment of subsidiaries/businesses included above is $1.3 million {2006: SNil million).
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{ Consolidated |l S

2007 2008 2007 2006
$m $m $m S$m
EXXTRTA 1ntangible assets
Goodwill at cost 343.4 3449 - -
Computer software at cost 168.0 154.9 - -
Accumulated amortisation and impairment losses (120.6) {105.5) - -
47.4 49.4 - -
Brand names at cost 249 25.8 - -
Other at cost 2.8 2.0 - -
Accumulated amortisation and impairment losses (0.6) (0.5} - -
22 1.5 — -
Total intangible assets 417.9 421.6 - -
The reconciliation of the movement in each class
of intangible assets Is as follows:
Goodwill at cost; (112
Balance at beginning of year 344.9 316.7 - -
Acquisition of substdiaries/businesses 14.4 9.1 - -
Foreign currency movements (18.2) 15.2 - -
Additions ¥ 1.6 - - -
Other 0.7 3.9 - -
Balance at end of year 343.4 344.9 - -
Computer software: (113
Balance at beginning of year
Cost 154.9 147.2 - -
Accumulated amortisation and impairment losses (105.5) (85.0) - -
Net balance at beginning of year 49.4 62.2 - -
Amortisation (16.9) (19.7} - -
Acquisition of subsidiaries/businesses 0.2 - - -
Disposal of subsidiaries/businesses 0.2) - - -
Transfers from plant and equipment 4.1 0.7 - -
Foreign currency movermnents (1.3) 1.3 - -
Additions ¥ 12.1 4.9 - -
Net balance at end of year 47.4 49.4 - -
Brand names at cost: (1@
Balance at beginning of year 25.8 247 - -
Foreign currency movements (1.2 1.1 - -
Addittons 1 0.3 - - -
Balance at end of year 24.9 25.8 - -
Other: V)
Balance at beginning of year
Cost 2.0 0.6 - -
Accumulated amortisation and impalrment losses (0.5) (0.5) - -
Net balance at beginning of year 1.5 0.1 - -
Additions 0.9 - - -
Acquisition of subsidiaries/businesses - 1.2 - -
Amortisation {0.1) - - -
Foreign currency movements {0.1) 0.2 - -
Net balance at end of year 2.2 1.5 - -

{1} All intangibles are analysed on a cash generating unit basis. An impairment test is undertaken annually or othenuise when there is
an impairment trigger based on value in use calculations. These calculations use cash flow projections based on expected operating
results over the estimated remaining life of the assets within each cash generating unit. A pre-tax discount rate of 9.5 per cent has
been used in discounting the projected cash flow and a nil growth rate has been applied in caleulating the profected cash flows.

{2) Goodwill, brand names and other intangibles all relate to the Paper Merchanting business.
{3} Computer software relates to all businesses.
{4} The total additions included above are $14.9 million {2006: $4.9 million).

21




Notes to the financial statements continued
as at 30 June 2007

{ Consolidated ] PaperlinX Limited

2007 2006 2007 2006
$m $m $m Sm
L[ PN Deferred tax assets

Deferred tax assets ) 52.9 74.4 - -
Total deferred tax assets 52.9 74.4 - -

Deferred tax assets comprise of the following:
Provisions and employee benefits 43.5 52.4 - -
Accrued expenses not claimed 1.5 06 - -
Expenses capitalised - 0.7 - -
Other items 4.5 13.6 - -
Tax losses % 3.4 7.1 - -
52.9 74.4 - -

{1} All movements in temporary differences have been recorded in the income statement,

{2} Potential further future income tax bengfits of the consolidated entity relating to accumulated tax losses at June 30 2007 of
8$90.3 million {2006: $87.3 million} were not recognised on the basis that it is not probable that future taxable profit will be
available against which the consolidated entify can use the benefit.

1 FETTEITR PaperioX Limited |

2007 2008 2007 2006

$m $m $m Sm
Trade and other payables
Trade creditors 975.8 930.1 - -
Other creditors 281.0 242.8 0.6 -
Amounts owing to subsidiaries - - 198.7 211.6
Total trade and other payables 1,256.8 1.172.9 199.3 211.6

h B EN Loans and borrowings

Unsecured loans and borrowings: (1
¢ Bank overdrafts @ - 1.2 - -
* Bank borrowings & 490.4 214.9 - -
+ CAD notes® 34 3.7 - -
¢ Other loans 0.8 1.4 - -
Finance lease liabilities 0.3 0.5 - -
Total loans and borrowings 494.9 221.7 - -

{1) Unsecured loans and borrowings are shown net of capitalised borrowing costs of $1.9 million, (2006: $2.1 million),
where applicable.

{2} The consolidated entity has committed bank overdraft facilities to a maximum $15.4 million {2006: $27.1 million). As at 30 June
2007, the unused portions of the facilities were §15.4 million (2006: $25.9 million). The bank overdrafis are payable on demand
and are subject to annual review.

{3} Relates to the following bank borrowings excluding the impact of capitalised borrotwing costs:

» $133.9 million (2006: $148.3 million} drawn under a USD 1 15 million facility maturing in February 2008 (2006: USD 115 million
Jacility maturing in February 2007).

* 5248.3 million (2006: $212.1 million} drawwn under a USD 209 million facility maturing in February 2008 (2006: USD 300 miltion).
The comparative amount s shown in Note 23.

« $52.8 million {2006: 8Nil million} drawn under a USD 42 million facility maturing in February 2008 (2006: USD $Nit miltion).

« $4.3 million {2006 $Nil million)} drawn under a CAD 10 million facility maturing in May 2008.

¢ 51.7 million {2006: $4.8 million] drawn under a SGD 20 million facility maturing in March 2008.

* 523.1 million (2006: 824.7 million} drawn under a NZD 45 million facility maturing in November 2007.

* $3.4 million (2006: $2.8 million} drawn under a MYR 12 million facility maturing in April 2008.

« SNl million {2006: $Nil million) drawn under a MYR 9.5 million _facility maturing in December 2007.

¢ 524.8 million {2006: $36.4 million) drawn under various other facilities.

{4) Relates to $3.4 mitlion (2006: $3.7 million) being CAD 3 million of the CAD 15 million Senior Unsecured Notes detailed in Note 23,
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1 T PoperiinX Limited |

2007 2006 2007 2006
$m $m $m $m
EETEEN Income tax payable
Income tax . 5.1 2.6 3.4 1.3
Total income tax payable ' 5.1 9.6 3.4 1.3
!
m Employee benefits
Employee benefits ‘ 47.1 41.4 - -
Total employee benefits ‘ 47.1 41.4 - -
WIS Provisions
Dividend payabie (1t - - - -
Distribution payable {2) 6.6 - - -
Acquisition restructuring provision & - - - -
Other# 12.5 13.8 - -
Total Provisions 19.1 13.8 - -
(1} The reconciliation of the movement in the provision for dividend
payable on PaperiinX Limited ordinary shares is as follows:
Balance at beginning of year - - - -
Provided during the year 42.5 78.1 42.5 78.1
Faid during the year - cash (33.8) (77.8) [33.8) [77.8)
Paid during the year - non cash (8.7) (0.3) (8.7) (0.3)
{2) The reconcilintion of the movement in the provision for distribution
payable on PaperlinX step-up preference securities is as_follows:
Balance at beginning of year - - - -
Provided during the year 6.6 - - -
6.6 - - -
{3} The reconciliation of the movement in the acquisition restructuring
provision is as follows:
Balance at beginning of year - 0.4 - -
Paid during the year - (0.4) - -
{4) The reconciliation of the movement in other prouvisions is as follows:
Balance at beginning of year 13.8 i9.4 - -
Provided during the year 1.8 4.5 - -
Paid during the year [3.4) 4.4) - -
Transfers (1.6) 5.3) - -
Acquisition of subsidiaries/businesses 2.1 - - -
Foreign cwrency movements {C.2) (0.4) - -
12.5 13.8 - -
Payables
Other creditors 53.8 93.1 - -
Total Payables 53.8 93.1 - -
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Notes to the financial statements continued
as at 30 June 2007

— FTTIIN Peperiinx Limited

2007 20086 2007 2006
$m $m $m $m

EZZ¥E] Loans and borrowings
Unsecured loans and borrowings: (1
« Bank borrowings 2 109.6 639.2 - -
* USD notes & 144.1 165.0 - -
e CAD notes 69.3 79.3 - -
+ GBP notes 19 2426 253.1 - -
Finance lease labilities 0.1 0.1 - -
Total loans and borrowings 565.7 1.136.7 - -
Reconciliation of Consoclidated Loans and Borrowings
Current loans and borrowings - refer Note 18 494.9 221.7 - -
Non—current loans and borrowings - refer above in Note 23 565.7 1,136.7 - -
Total loans and borrowings © 1,060.6 1,358.4 - -
Cash and cash equivalents — refer Note 8 {448.8) (455.1) - -
Net loans and borrowings 611.8 903.3 - -

{1} Unsecured loans and borrowings are shown net of capitalised borrowing costs of $0.2 million (2006: $1.8 million), where applicable.

{2} Relates to the following bank bormowings excluding the impact of capitalised borrowings costs:

* $109.5 million {2006; $639.5 million) drawn under a USD 700 million (2006: USD 815 million] facility maturing USD 115 million
in February 2008 (2006: USD 115 million in February 2007), USD 209 million (2006: USD 300 million) in February 2008, USD
42 million {2006: USD Nil) in February 2008 and USD 334 million {2006: USD 400 milliony) in February 2010. Drawings under
this facility incur interest at BBSY plus an applicable credit margin. The current portion of this facility is shown in Note 18.

« $0.3 million (2006; $0.8 milliory drawwn under various other facilities.

{3) Relates to the following notes:

« $66.7 million {2006: $76.5 million), being USD 56 million of Senior Unsecwred Notes, maturing 2017 at 7.88 per cent,
repayments are (n equal instalments from 2011 to 2017.

¢ $77.4 million (2006: $88.7 million), being USD 50 million Senior Unsecured Notes, maturing in 2014 at 5.70 per cent, and USD
15.0 million Senior Unsecured Notes, maturing in 2018 at 6.05 per cent.

{4) $69.3 million {2006: $79.3 million), being CAD 15 million {2006: CAD 18 million) Senior Unsecured Notes, matwring 2012 at
7.59 per cent, repayments are in equal instalments from 2006 to 2012, and CAD 49 million Senior Unsecured Notes, maturing
2017 at 8.01 per cent. repayments are in equal instalments from 2011 to 2017. The current portion of this factlity is shown in
Note 18.

{5) $242.6 million (2006; $253.6 million), being GBP 57.4 million Senior Unsecured Notes, maturing in 2014 at 6.67 per cent, and
GBP 43.8 million Senior Unsecured Notes, maturing in 2019 at 6.48 per cent.

{6) As at 30 June 2007. the unused portions of both current and non—current facilities totalled $342.3 million (2006: $396.6 million).

[ M| PaperlinX Limited

2007 2006 2007 2006
$m $m $m $m
EIX¥TY Deferred tax liabilities

Deferred income tax 48.9 43.4 - 0.5
Total deferred tax liabilities 48.9 43.4 - 05

Deferred tax liabilities comprise of the following:
Prepayments claimed - 1.1 - -
Receivables deferred for tax - 0.5 - 0.5
Property. plant and equipment 23.5 17.1 - -
Intangibles 21.9 20.5 - -
Other 35 4.2 - -

489 434 - 0.5
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{ Consolidated  |JRELIITLE@RLITL]

2007 2008 2007 2006
$m $m $m $m
ET¥EH Employee benefits
Employee benefits () 37.8 37.3 - -
Total employee benefits 37.8 37.3 - -
The aggregate employee benefits at balance date are:
Current - refer Note 20 47.1 41.4 - -
Non-current — refer above in Note 25 37.8 37.3 -~ -
Total employee benefits 84.9 78.7 - -

{1} Included in the above employee benefits of the consolidated entity are Directors’ retiring allowances of $2.3 million
{2006: $2.2 million}, which are disclosed (n detail in the Directors’ Report, These benefits only relate to Non-executive Directors
of PaperlinX Limited and are in accordance with the Company's Constitution and with agreements betiween the Company and
individual Directors and have now been frozen. No liability exists_for Directors' retiring allowances in respect of Directors in
the full-time employment of PapertinX Limited or its subsidiaries.

| T PaperiinX Limited

2007 2006 2007 2006
$m $m $m $m
W2 R N Provisions
Other !t 7.6 10.9 - -
Total provisions 7.6 10.9 - -
The aggregate other provisions at balance date are:
Current - refer Note 21 12.5 13.8 - -
Non-current - refer above in Note 26 7.6 10.9 - -
Total other provisions 20.1 24.7 - -
{1} The reconciliation of the movement in other provisions is as_follows:
Balance at beginning of year 10.9 3.2 - -
(Released)/provided during the year (1.2) 3.2 - -
Paid during the year (0.3} (2.5) - -
Transfers 0.3 5.3 - -
Forelgn currency movements (0.3} 1.3 - -
Acquisition of subsidiaries/businesses - .4 - -
Disposal of subsidliaries/businesses (1.8) - - -
7.6 10.9 - -

{2} Included in the above aggregate other provisions of the consolidated entity are provisions relating to surplus leased premises of $5.3
million (2006: $5. 1 million), and self~insurance for workers compensation in Tasmania and Victoria of $7.6 million (2006: $6.3 million).

{ [l PaperlinX Limited

2007 2008 2007 2006
$m $m Sm Sm

o (2 Y M Deferred income
Government grants 0.5 - - -
Total deferred income 0.5 - - -
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Notes to the financial statements continued
as at 30 June 2007

[ Consolidated E PaperlinX Limited

2007 2006 2007 2006
$m $m $m $m

W PN Issued capital
Issued and paid-up share capital
448,737.560 ordinary shares 1,703.5 11,6942 17035 1,694.2
(2006: 446,182,209 ordinary shares)
Employee share plan loans (2.0) {2.3) 2.0 {2.3)
Total issued capital 1,701.5 16919 1701.5 1,691.9
Movement in ordinary share capital:
Balance at beginning of year 16942 16942 16942 16942
180.000 (20086:; Nil) shares issued at $3.13 each pursuant to options exercised 0.6 - 0.6 -
32,500 (2006: 10,000} shares issued at $3.32 each pursuant to options exercised 0.1 - 0.1 -
25,000 (2006: Nil) shares issued at $3.50 each pursuant to options exercised 0.1 - 0.1 -
1,585,971 (2006: Nil) shares issued at $3.50 each pursuant to the
dividend reinvestment plan for final 2006 dividend 5.5 - 5.5 -
731.880 (2006: Nil) shares issued at $4.09 each pursuant to the dividend
reinvestment plan for interim 2007 dividend 3.0 - 3.0 -
Balance at end of year 1,703.5 1,694.2 1,703.5 1,694.2
Movement in employee share plan loans:
Balance at beginning of year 2.3) (2.7) (2.3) {2.7)
Repayments 0.3 0.4 0.3 0.4
Balance at end of year (2.0) (2.3) (2.0) (2.3)

Holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote per share
at shareholders’ meetings.

In the event of winding up of PaperlinX Limited. ordinary sharcholders rank after all other shareholders and creditors and are
fully entitled to any proceeds of liquidation.

Employee shares

PaperlinX Limited has in prior years issued employee shares at a discount to the market price, on the date of the issue, in
accordance with the terms of the Employee Share Purchase Plan as approved by shareholders. Each of the share plan issues is
at a varying discount to the market price on the date of the issue in order to comply with the local legislative requirements, and
to ensure that the issues in each country are approximately equivalent in value to employees.

The granting of employee shares was generally subject to specific performance criteria being achieved - refer Note 1(7). This
plan ceased in 2004 and no future issuances of shares will be made under this plan.

Options
« During the year, the following options over shares were exercised:

180,000 options, which had been granted on 14 April 2000 at an exercise price of $3.13, were exercised between 30 October
2006 and 27 February 2007. The market price of the shares was between $4.04 and $4.22,

32,500 options, which had been granted on 20 November 2000 at an exercise price of $3.32, were exercised between 30
October 2006 and 27 February 2007. The market price of the shares was between $4.04 and $4.22.

25,000 options, which had been granted on 19 April 2001 at an exercise price of $3.50, were exercised on 16 October 2006.
The market price of the shares was $3.67.

This resulted in the aggregate issue of 237,500 shares.

* During the prior year, the following options over shares were exercised:
10,000 options, which had been granted on 20 November 2000 at an exercise price of $3.32, were exercised on 13 December
2005. The market price of the shares was $3.55.

This resulted in the aggregate issue of 10,000 shares.

* During the year. the following options lapsed:
10.000 options, which had been granted on 13 September 2001 at an exercise price of $4.12.
4,000 opticns, which had been granted on 20 September 2002 at an exercise price of $5.13.
75,120 performance options, which had been granted on 22 December 2004 at an exercise price of $4.85.
111,610 performance options, which had been granted on 2 September 2005 at an exercise price of $2.77.
30,850 performance options, which had been granted on 5 September 2006 at an exercise price of $3.11.

¢ During the prior year, the following opticns lapsed:
10,000 options, which had been granted on 14 April 2000 at an exercise price of $3.13.
12,500 options, which had been granted on 20 November 2000 at an exercise price of $3.32.
210,000 options, which had been granted on 19 April 2001 at an exercise price of $3.50.
30.400 options, which had been granted on 13 September 2001 at an exercise price of $4.12.
15,000 options. which had been granted on 13 Septernber 2001 at an exercise price of $4.18.
26.000 options, which had been granted on 20 September 2002 at an exercise price of $5.13.
17.610 performance options, which had been granted on 30 November 2004 at an exercise price of $4.85.
33,880 performance options, which had been granted on 2 September 2005 at an exercise price of $2.77
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Issued capital (continued)

Options

During the year, PaperlinX Limited granted options over ordinary shares as follows:

¢ Employee Share and Option Plan
1,121,240 performance options, over 1,121,240 ordinary shares in the grant date of 5 September 2006 at an exercise price of
$3.11 per option, which was the weighted average price in the Australian Stock Exchange for the 30 days prior to 30 June 2006.

150,000 options, over 150,000 ordinary shares on the grant date of 4 September 2006 at an exercise price of $3.11 per
option, which was the weighted average price on the Australian Stock Exchange for the 30 days prior to 30 June 2006.

During the prior year, PaperlinX Limited granted options over ordinary shares as follows:
+ Employee Share and Option Plan

1,022,140 performance options over 1,022,140 ordinary shares on the grant date of 2 September 2005 at an exercise price of
$2.77 per option, which was the weighted average price on the Australian Stock Exchange for the 30 days prior to 30 June 2005.

9,720 performance options over 9,720 ordinary shares on the grant date of 2 September 2005 at an exercise price of $4.85
per option, which was the weighted average price on the Australian Stock Exchange for the 30 days prior to 30 June 2004.

150,000 options over 150.000 ordinary shares on the grant date of 28 February 2006 at an exercise price of $2.77 per
option, which was the welghted average price on the Australian Stock Exchange for the 30 days prior to 30 June 2005.

At reporting date, there are 4,354,320 (2006: 3,552, 160) unissued shares of PaperlinX Limited which are under option whose
exercise is subject to the satisfaction of the terms of the option agreements. The dletails of the options on issue at balance date
are as follows:

285,000 (2006: 4650000 at  $3.13 at the grant date of 14 April 2000

162,500 (2006: 195,000) at  $3.32 at the grant date of 20 November 2000

375,000 (2006: 400,000) at  $3.50 at the grant date of 19 April 2001

218,700 (2006: 228,700) at 54,12 at the grant date of 13 September 2001

50,000 (2006: 50.000) at  $4.18 at the grant date of 13 September 2001

166,000 (2006: 170,000) at  $5.13 at the grant date of 20 Septemnber 2002

150.000 (2006: 150,000 at  $4.76 at the grant date of 18 June 2003

150,000 (2006: 150.000) at  $4.64 at the grant date of 26 November 2003

530,080 (2006:; 605,200) at  54.85 at the grant date of 22 December 2004

876,650 (2006: 988.260) at  $2.77 at the grant date of 2 September 2005

150,000 (2006: 150.000) at  $2.77 at the grant date of 28 February 2006

1,090.390 (2006: Nil) at  $3.11 al the grant date of 5 September 2006

150,000 (2006: Nil) at  $3.11 at the grant date of 4 September 2006

( Consolidated |

2007 20086

Number Number

Outstanding at the beginning of the period 3,552,160 2,735,690

Lapsed during the period (231,580} (355,390}

Granted during the period 1,271,240 1,181,860

Exercised {237,500} (10,000)

QOutstanding at the end of the peried 4.354.320 3,552,160

The weighted average exercise price for options at the end of the financial year was $3.53 (2006: $3.67).

Employee share plan loans

Loans to executive directors, officers and employees in the full-time employment of the consolidated entity are made in
accordance with a scheme to provide financial assistance to enable executive directors and employees of the consolidated entity
to purchase shares in PaperlinX Limited as approved by PaperlinX Limited shareholders. These loans are interest free and are
reduced either by the dividends paid on the shares so issued or in certain instances in accordance with an agreed schedule of
repayments which does not exceed three years.

27




Notes to the financial statements continued
as at 30 June 2007

( (TRl PaperlinX Limited

2007 2008 2007 2006
$m $m $m $m

XA Rescrves
Reserve for own shares
Balance at beginning of year 9.7) 9.7) - -
Balance at end of year 8.7 (9.7) - -
Exchange fluctuation reserve
Balance at beginning of year (35.3) 62.0) - -
Exchange fluctuation on translation of overseas subsidiaries 42.9) 26.7 - -
Balance at end of year (78.2) (35.3) - -
Total reserves 87.9) (45.0} - -

Nature and purpose of reserves

Reserve for own shares

The reserve for own shares represents the value of shares held by an equity compensation plan that the consolidated entity

is required to include in the consoltdated financial statements. This reserve will be reversed against share capital when the
underlying shares vest in the employee. No gain or loss is recognised in profit or loss on the purchase, sale issue or cancellation
of the consolidated entity's own equity instruments. The number of shares purchased is disclosed in Note 39.

Exchange fluctuation reserve

The translation reserve records the foreign currency differences arising from the translation of the financtal statements of
foreign subsidiaries and the impact of transactions that hedge the company’s net investment in a foreign operation, net of tax.
Refer to Note 1(12).

L Consolidated il

2007 20086 2007 2006
s$m $m $m Sm

EEED) Retained profits
Balance at beginning of year (38.2) (58.1) 9.9 59.2
Adjustment to comply with AASB 139 Financial Instruments:
Recognition and Measurement - (0.3) - -
Net profit attributable to equity holders of PaperlinX Limited 80.1 65.4 41.3 28.8
Employee share options and rights 1.6 29 - -
Actuarial gains on defined benefit plans 20.6 30.0 - -
Dividends paid on PaperlinX Limited ordinary shares (42.5) (78.1) (42.5) [78.1)
Distributions provided on PaperlinX step-up preference securities (6.6} - - -
Total retained profits 15.0 (38.2) 8.7 9.9
PaperlinX step-up preference securities
Balance at beginning of year - - - -
Proceeds on issue 285.0 - - -
Issue costs (8.6) - - -
Total PaperlinX step-up preference securities 276.4 - - -

The PaperlinX SPS Trust was established during the year for the purpose of issuing a new security called PaperiinX Step-up
Preference Securities {PSPS). The PSPS are perpetual, preferred units in the PaperlinX SPS Trust and on 30 March 2007,
2,850,000 PSPS were issued at an issue price of $100 per security raising $285 miilion. The PSPS are listed on the ASX under
‘PXUPA'.

Distributions on the PSPS are at the discretion of the Trustee and are paid on a floating rate, unfranked, non-cumulative,

discretionary and semi-annual basis. Distributions are therefore only paid after declaration by the Trustee. If a distribution is

not paid in full, the distribution does not accumulate and may never be paid on the PSPS. If a distribution is not paid in full,

PaperlinX Limited will be prohibited from paying dividends or making other distributions on any class of fts share capital until

such time as scheduled distributions are paid by the Trust. The first distribution date for the PSPS was 30 June 2007 and the

amount provided at that date was paid on 2 July 2007 and is scheduled on a six monthly basis thereafter. The distribution rate

is the 180 day bank biil swap rate plus a margin of 2.40 per cent. The first periodic remarketing date is 30 June 2012 and

provides the issuer with the following options:

¢ conduct a remarketing process lo establish a new margin and add or adjust such other terms of the PaperinX SPS as it may
request, to apply until the next remarketing date;

* realise PaperlinX SPS (redeem for cash, exchange for PaperlinX Limited ordinary shares or resell to a third party): or

» begin paying distributions at the step-up margin on the PaperlinX SPS.
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[ [T M| PaperlinX Limited
]

! 2007 2006 2007 2008
$m $m $m S$m
(Sl Minority interest

Issued capital 0.1 - - -
Total minority interest 0.1 - - -
Capital expenditure commitments
Capital expenditure contracted but not provided for:
+ Not later than one year 101.2 525 - -
» Later than one year but not later than flve years 0.3 - - -
Total capital expenditure commitments 101.5 52.5 - -
m Lease commitments
Finance lease linbility
Lease expenditure contracted and provided for:
+ Not later than one year 0.1 0.3 - -
¢ Later than one year but not later than five years 0.3 0.3 - -
Minimum lease payments 04 06 - -
Less: Future finance charges - - - -
Total finance lease liability 0.4 0.6 - -
Current lease llabilities — refer Note 18 0.3 0.5 - -
Non-current lease liabilities - refer Note 23 0.1 0.1 - -
Total finance lease liability 0.4 0.6 - -

The consolidated entity enters into finance leases from time to time in relation to plant and equipment. At the end of the lease
term. the consolidated entity has the option to purchase the plant and equipment at a price established at the time of entering

the lease. .

[ CITETTR Poperiin Limited |
2007 2006 2007 2006

$m $m $m $m

QOperating lease commitments

Lease expenditure contracted but not provided for:

¢ Not later than one year 89.5 93.5 - -

* Later than one year but not later than five years 228.4 187.3 - -

¢ Later than flve years 154.4 124.2 - -

Total operating lease commitments 472.3 405.0 - -

The consolidated entity enters into operating leases from time to time in relation to property. plant and equipment. The major
component relates to the leases of buildings. Leases generally provide the consolidaled entity with a right of renewal at which
time all terms are renegotiated.

Lease payments comprise a base amount plus an incremental contingent rental. Contingent rentals are based on the relevant
index or operating criteria.
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Notes to the financial statements continued
as at 30 June 2007

[_ Consolidated J PaperlinX Limited

2007 2006 2007 2008
$m $m $m Sm

EEEEER otber expenditure commitments
Expenditure contracted but not provided for covering supplies and
services fo be provided:
¢ Not later than one year 41.9 47.6 - -
+ Later than one year but not later than five years 106.8 109.6 - -
» Later than five years 159.2 160.2 - -
Total other expenditure commitments . 3079 3174 - -
m Contingent liabilities
Contingent liabilities arising in respect of related bodies corporate:
* Bank guarantees (government) - - 8.9 9.6
* Bank guarantees [trade) 12.5 7.3 4.1 -
* Loan guarantees - - 459.4 501.9
Total contingent liabilities 12.5 7.3 472.4 511.5

The bank guarantees (government), the beneficiaries of which are government departments, are in relation to the specific
requirement of self-Insurance licence for workers compensation in Australia.

The bank guarantees (trade), the beneficiaries of which are third parties, are primarily in relation to the importation of products.

The loan guarantees of $459.4 million (2006: $501.9 million) relate to the following itemns:

* $66.7 million (2006: $76.5 million), being USD 56.0 milllon Senlor Unsecured Notes issued by subsidiary companies.

* $72.7 million (2006: $83.0 million), being CAD 64.0 million {2006: CAD 67.0 million] Senior Unsecured Notes issued by
subsidiary companies.

¢ $77.4 million (2006: $88.7 million), being USD 65.0 million Senior Unsecured Notes issued by subsidiary companies.

+ $242.6 million {2006: $253.6 million}. being GBP 101.2 millien Senior Unsecured Notes issued by subsidiary companies.

Capital expenditure is incurred annually to enhance environmental performance. There can be no assurance that material new
expenditure will nol be required as a result of new information or regulatory requirements with respect to known sites or
identification of new remedial obligations at other sites.

Under the terms of the ASIC Class Order 98/1418 dated 13 August 1998 (as amended) PaperlinX Limited and certain
subsidiaries have entered into approved deeds for the cross guarantee of liabilities with those substdiaries identified in Note 42.

[ Consolidated 'EEEHEL LY @ BRI

2007 2006 2007 2006
Sm $m $m $m

WL YN Auditors’ remuneration
Amounts received or due and receivable for audit services by;
* Auditors of the Company 4.660 4.675 - -
Amounts received or due and receivable for other services by:
+ Auditors of the Company

Other assurance services 0.085 0.040 - -
Taxation services 0.206 0.188 - -
Other services 0.197 0.029 - -
Divestment advisory services - 0.545 - -
Total auditors' remuneration 5.148 5.477 - -

The auditors of the Company are KPMG. From time to time, KPMG provides other services to the Company, which are subject to
the corporate governance procedures adopted by the Company which encompass the restriction of non-audit services provided
by the auditor of the Company. the selection of service providers and the setting of their remuneration. The guidelines adopted
by KPMG for the provision of other services are designed to ensure their statutory independence is not compromised. In the
current year, the Company has engaged the services of other accounting firms to perform a variety of non-audit assignments.
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Key management personnel

The following were key management personnel of the consolidated entity at any time during the reporting period and unless
otherwise indicated, were key management personnel for the entire period. in accordance with discloesure requirements,

Non-Executive Directors are deemed to be key management personnel.
1 Non-Executive Directors

D E Meiklejohn Chairman

AF Guy Director

J W Hall Director {appointed 16 May 2007)

B J Jackson Director

N L Scheinkestel Director

D A Walsh Director

L J Yelland Director

2 Executive Directors

T P Park Managing Director & Chief Executive Officer

3 Executives

C B Creighton President North America

E de Voogd Chief Executive Officer PaperlinX Europe

M J Fothergill Group General Manager Merchanting Australasia
D M Goldthorp Former Executive General Manager Corporate Development (resigned 1 July 2006)
J A Henneberry Executive General Manager Australian Paper

D M Lamont Chief Financial Officer

R F O'Brien Executive General Manager Human Resources

Key management personnel compensation for the period is as follows:

l

Consolidated ] PaperlinX Limited

2007 2006 2007 2006
$ $ $ $

Short-term benefits
Post-employment benefits

Equity plans
Termination benefits

9,461,239 8,461,853 - -
1,103.795  1.142.460 - -
1.091.351 494,180 - -

172,500 1,113,172 - -

11.828.885 11,211,665 - -

(b) Individuat directors and executives' compensation contracts

Disclosures of rernuneration policies, service contracts and details of remuneration, are included in the Remuneration Report

as set oul on pages 36 to 43 of the Directors’ Report.
(c) Maximum potential shares - executive Directors and executives

The maximum number of shares that may be earned under the Long Term Incentive Plan (comprising the performance share
plan and the performance rights ptan) by executive Directors and executives over a specified period subject to the satisfaction

of specified performance criteria is as {ollows:

l

Maximum potential entitlement }

At At
1 July Movement ! 30 June
2008 2007

Executive Directors
T P Park 1.080,645 (325,075) 755.570

Executives

C B Creighton 134.160 40,430 174,590
E de Voogd 148,530 38,030 186,560
M J Fothergill 130,870 31,180 162,050
D M Goldthorp @ 142,400 (142,400) -
J A Henneberry - 73.110 73.110
D M Lamont - 110,140 110,140
R F O'Brien 115,890 28.010 143.900

In the year ended 30 June 2007, none of those shares were vested to any executive Director or execultive.
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Notes to the financial statements continued
as at 30 June 2007

Key management personnel {continued)

[ Maximum potential entltlement_]

At At
1July Movement (] 30 June
2005 2004

Exectutive Directors
T P Park 690.215 390,430 1,080,645
D G Abotomey @ 195.360 {195,360) -

Executives

C B Creighton 162,560 (28,400} 134,160
E de Voogd 168,873 (20,343} 148,530
M J Fothergill 158,420 (27.550) 130,870
D M Goldthorp® 169,980 (27,580) 142,400
D M Lamont - - -
R F O'Brien 152,560 (36.670) 115,890

(1) Includes performance shares/rights that have lapsed as at the respective balance date.
{2) Resigned as a Director effective 31 December 2005 and employment ceased 8 July 20086,
{3} Employment ceased 1 July 2006,

(d) Loans to key management personnel and their related parties
PaperlinX Limited has not made any loan to any key management personnel and their related parties other than those in
accordance with the terms of the Employee Share Purchase Plan — Refer Note 28. No individual loan is greater than $100,000.

The reconciliation of the aggregate movement in the Employee Share Purchase Plan loans to the key management personnel
of the company and the consolidated entity Is as follows:

At At
1 July 30 June
20068 Repayments 2007
S $ $
Executive Directors - - -
Executives (number included at the end of the year 1) 29.549 (2,409) 27,140
At At
1 July 30 June
2005 Repayments 2006
$ $ $
Executive Directors (number included at the end of the year 0) 530 (530) -
Executives (number included at the end of the year 2) 33,248 (3.699) 29,549
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Key management personnel (continued)

(e} Sharehcldings of key management personnel
The reconciliation of the movement in the relevant interest in the share capital of PaperlinX Limited.
held by key management personnel, excluding the potential entitlement amounts listed above, is as follows:

Shares held
At Ceased Earmed as  Exercise At nominally
1July 2006 Purchased employment remuneration of options 30 June 2007 30 June 2007
Directors
D E Meiklejohn 67.612 30,000 - - - 97.612 -
T P Park 70,000 30,000 - - - 100.000 -
D G Abotomey ™M 63.456 - (63.456} - - - -
AF Guy 58,256 21,792 - - - 80,048 -
J W Hall @ - 7,000 - - - 7.000 -
B J Jackson 40,980 - - - - 40,980 -
N L Scheinkestel 36,360 2,572 - - - 38,932 -
D A Walsh 20.898 10,000 - - - 30,898 -
L J Yelland 32,672 2,788 - - - 35.460 -
Executives
C B Creighton 76,700 - - - - 76.700 -
E de Voogd - - - - - - -
M J Fothergill - - - - - - -
D M Goldthorp & 64.726 - (64.726) - - - -
J A Henneberry - - - - - - -
D M Lamont - - - - - - -
R F O'Brien 5,000 - - - - 5.000 -
Total: 536.660 104,152 (128,182) - - 512,630 —
No shares were granted to key management persorinel during the reporting period as compensation.
Shares held
At Ceased Earned as  Exercise At nominally
1 July 2005 Purchased employment remuneration of options 30 June 2006 30 June 2006
Directors
D E Meiklejohn 47.612 20,000 - - - 67,612 -
T P Park 40,000 30.000 - - - 70,000 -
D G Abotomey !t 63,456 - - - - 63.456 -
AF Guy 52,848 5,408 - - - 58.256 -
B J Jackson 26.315 14.665 - - - 40,980 -
N L Scheinkestel 36,360 - - - - 36,360 -
D A Walsh 20.898 - - - - 20,898 -
L J Yelland 19,304 13,368 - - - 32,672 -
Executives
C B Creighton 76,700 - - - - 76,700 -
E de Voogd - - - - - - -
M J Fothergill - - - - - - -
D M Goldtherp 64,726 - - - - 64.726 -
D M Lamont - - - - - - -
R F O'Brien - 5,000 - - - 5.000 -
Total: 448,219 88.441 - - - 536,660 -

{1} Resigned as a Director effective 31 December 2005 and employment ceased 8 July 2006.
{2) Appointed 16 May 2007.

{3) Employment ceased 1 July 2006,
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Notes to the financial statements continued

as at 30 June 2007

Key management personnel (continued)

(f) Options holdings of key management personnel

The options are exercisable subject to the satisfaction of the terms of the option agreement - Refer Note 28,
The reconciliation of the movement in the equity compensation in the form of options for the key management personnel for the

year is as follows:

L Maximum potential cntiﬂemm
Vested and
exercisable

At 1 July Granted as At 30 June at 30 June
2006 compensation ) 12) 2007 2007

Executive Directors

T P Park 200,600 - 200,000 -

Executives

C B Creighton 155,740 26,950 182,690 66,300

E de Voogd 249,030 25,350 274,380 150,000

M J Fothergill 137.250 20,780 158,030 50.000

D M Goidthorp 269,940 (269.940) @& - -

J A Henneberry - 198,740 198,740 -

D M Lamont 150.000 73.430 223,430 -

R F O'Brien 227.260 18.680 245,940 150,000 -

L Maximum potential entitlement I
Vested and
exercisable

At 1 July Granted as At 30 June at 30 June
2005 compensation (2 20068 2006

Exccutive Dircctoms

TP Park 90,280 109,720 200,000 -

D G Abotomey @41 276,790 (41.790) & 235,000 235,000

Executives

C B Creighton 100.490 55,250 155,740 66,300

E de Voogd 186,850 62,180 249,030 -

M J Fothergill 82.810 54.440 137.250 50,000

D M Goldthorp 208,330 61.610 269,940 175,000

D M Lamont - 150,000 150,000 -

R F O'Brien 177,520 49,740 227,260 150,000

(1) The details of options granted during the year are detailed in Note 28.
{2) Includes performance options that have lapsed as at 30 June.

{3} Options issued prior to being appointed a Director.

{4} Resigned as a Director effective 31 December 2005 and employment ceased 8 July 20086.

{5} Lapsed upon termination of employment.

(6] Lapsed 94,940 on termination of employment on 1 July 2006 and subsequently exercised 175.000.




WG Employee share options and plans
The consolidated entity maintains an Employee Share and Option Plan (ESOP).

The ESOP includes the following performance plans:
+ Performance Share Plan

+ Performance Rights Plan

* Performance Qptions Plan

All shares issued under the ESOP on exercise of options or termination of empleyment and all options granted under the ESOP
are detailed in Note 28.

Performance Share Plan

PaperlinX Limited has offered to certain senior management, the ability to receive shares for $Nil consideration at a date in the
future subject to specific performance criterfa being achieved.

The following shares have been purchased ‘on market’ and are currently held in trust:
* 2003/2004 — on 27 August 2003, 4 September 2003 and 11 March 2004, 454,262 shares, 1.689 shares and 534,333 shares
respectively at a cost of $4.9 million.
. %2082/2003 — on 20 November 2002 and 27 November 2002, 183,049 shares and 810,000 shares respectively at a cost of
.8 million.

In the event that the specified performance criteria are not fully achieved, the number of shares recetved by an individual will
be proportionally reduced. Any such shares retained in the trust are available to satisfy future issues under the ESOP.

The aggregate amounts of the above items are recorded in the balance sheet as reserve for own shares. The shares are held in
trust untl determination of the specified performance criteria. The voting rights attached to the shares are held by the trust,
and the dividends attached to the shares are distributable to the Individual execulives on advice from the Board.

The shares purchased have an aggregate fair value of $7.4 million at 30 June 2007 (2006: $6.2 million).

The reconciliation of the number of shares purchased by the plan to date that may be earned as equity compensation by
employees, including Executive Direclors and execulives. over a three-year period subject to the satisfaction of specified
performance criteria is as follows:

At Distributed At
1 July 2006 on Purchased 30 June 2007
Balance 1,989,733 - 400 1,990,133
None of the shares held by the trust at 30 June 2007 have vested.
At Distributed At
1 July 2005 on Purchased 30 June 2006
Balance 1,986,733 - 3.000 1,989.733
None of the shares held by the trust at 30 June 2006 have vested.
Performance Rights Plan

PaperlinX Limited has offered to certain senior management rights to receive shares at an exercise price of $Nil at a date in
the future, subject to specific performance criteria being achieved. The rights are independently valued at the grant date using
the Monte Carlo simulation model. The value of the right is expensed to profit over the applicable measurement period.

During the year, the following issues of rights were made:

« to receive a maximum of 2,734,060 options over 2,734,060 shares at an exercise price of $Nil (grant date 27 August 2006}
The fair value at the date of the grant was $2.52 per option.

At 30 June 2007, the aggregate issues of rights are:

* to receive a maximum of 2,578,040 options over 2,578,040 shares at an exercise price of SNil {grant date 27 August 2006).
The fair value at the date of the grant was $2.52 per option.

* to receive a maximum of 2,241,310 options over 2,241,310 shares at an exercise price of SNil (grant date 22 August 2005).
The fair value at the date of the grant was $2.24 per option.

* to receive a maximum of 1.079,235 options over 1,079,235 shares al an exercise price of $Nil (grant date 15 October 2004).
The fair value at the date of the offer was $3.27 per option.

In the event that the specified performance criteria are not fully achieved, the number of options will be proportionally reduced.

The details of the above offers which have been made to executive Directors of PaperlinX Limited and executives are set out in
Note 38.
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Notes to the financial statements continued
as at 30 June 2007

m Employee share options and plans (continued)

Performance Option Plan

PaperlinX Limited has issued to certain senior management. options at a fixed exercise price at a date in the future subject
to specific performance criteria being achieved, If exercised, the exercise price is recognised in equity. The options are
independently valued at the grant date using the Monte Carlo simulation model. The value of the option is expensed to
profit over the applicable measurement period.

During the year. the following issues were made:
* a maximum of 1,121,240 options over 1,121,240 shares at an exercise price of $3.11 (grant date 5 September 2006).
The fair value at the date of the grant was $0.94 per option.

At 30 June 2007, aggregate issues are:

* a maximum of 1,090,390 options over 1,090.390 shares at an exercise price of $3.11 (grant date 5 September 2006).
The fair value at the date of the grant was $0.94 per option.

* a maximum of 876,650 options over 876.650 shares at an exercise price of $2.77 (grant date 2 September 2005).
The fair value at the date of the offer was $0.60 per option.

* a maximum of 530,080 options over 530.080 shares at an exercise price of $4.85 [grant date 22 December 2004).
The fair value at the date of the grant was $0.46 per option.

In the event that the specified performance criteria are not fully achieved, the number of options will be proportionally reduced.

The details of the above oflers which have been made to executive Directors of PaperlinX Limited and executives are set out in
Note 38.

WOILE I Segment reporting

Business segments
The consolidated entity comprises the following main business segments, based on the consoltdated entity's managernent and
internal reporting system.

Segment Description of operations

Merchanting and Paper Trading International paper merchant and paper trader supplying the printing and publishing
industry and office supplies.

Communication Papers Manufacture of office papers. graphic papers, converting papers and other speciality and
coated papers.

Packaging Papers Manufacture of packaging papers and industrial papers. Products include kratft liners. sack,
kraft and light weight bag and industrial papers, sold predominantly to converting customers.

Corporate Corporate operations.

Geographic segments

The consolidated entity comprises the following main geographic segments. In presenting the information on the basis of
geographic segments, segment sales are based on the geographic location of customers. Segment assets are based on the
geographic location of the assets.

Segment Description of operations

Australia and New Zealand Manufacture of communication papers and packaging papers, paper merchanting and paper
trading.

North America Paper merchanting and paper trading.

Europe Paper merchanting and paper trading,

Asla Paper merchanting and paper trading,
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Segment reporting (continued)

| Consolidated |
Segment Segment Segment Segment
result ¥ revenue assets liabilities
$m $m $m $m
For the year ended 30 June 2007
Business segments
Merchanting and Paper Trading
» Continuing Operations 204.0 7.1342 3,112.0 1,158.2
« Discontinued Operations 1.2 25.2 - -
2052 7,1594 31120 1.158.2
Communication Papers 0.4 761.2 800.6 152.9
Packaging Papers 10.6 255.1 348.1 76.3
Australian Paper 102 10163 11,1487 229.2
Corparate (29.9) - 128.8 35.3
Profit before net interest and tax 185.5
Net interest (!} (70.9)
Profit before tax 114.6
Tax expense (1) (34.4)
Profit for the period 80.2
Inter-segment sales 2 (336.4}
Unallocated asselts [deferred tax balances) 52.9
Unallocated liabilities 8 1,114.6
Total 80.2 78393 44424 25373
[ Consolidated |
Segment Segment Segment segment
result ® revenue assets liabilities
$m $m $m $m
For the year ended 30 June 2006
Business segments
Merchanting and Paper Trading
» Continuing Operations 187.6 6661.8 3,208.3 1.166.0
* Discontinued Operations 1.3 29.5 19.6 0.9
188.9 6.691.3 3,227.9 1,166.9
Communication Papers (8.6} 779.2 734.1 129.1
Packaging Papers 5.3 241.8 298.4 41.6
Australian Paper 3.3y 1021.0 11,0325 170.7
Corporate (33.2) - 55.6 32.7
Profit before net {nterest and tax 152.4
Net interest (1} {(65.1)
Profit before tax 87.3
Tax expense ! 21.9
Profit for the period 65.4
Inter-segment sales (340.7)
Unallocated assets {deferred tax balances) 74.4
Unallocated Habilities & 1,411.4
Total 654 7,371.6 43804 27817

37



Notes to the financial statements continued

as at 30 June 2007

Segment reporting (continued)

r Consolidated |
Segment Segment Capital
revenue assets expenditure

$m $m $m

For the year ended 30 June 2007

Geographic segments

Australia and New Zealand 1,.320.1 1,645.3 169.8

North America 1,489.3 531.1 9.5

Europe 4,829.2 2.154.2 46.3

Asia 200.7 58.9 0.1

Unallocated assets {deferred tax assets) 52.9

Total 7.839.3 4,442 .4 225.7

( Consolidated |
Segment Segment Capital
revenue asgsets expenditure

$m $m $m

Far the year ended 30 June 2006

Geographic segments

Australla and New Zealand 1,363.6 1,471.2 76.3

North America 1,240.4 591.9 214

Europe 4,581.3 2.190.7 23.9

Asia 186.3 62.2 0.4

Unallocated assets (deferred tax assets) 74.4

Total 7.371.6 4.390.4 122.0

l

Consolidated |

Depreclation & Non-cash Capital
amortisation expenses expenditure
$m $m S$m
For the year ended 30 June 2007
Business segments
Merchanting and Paper Trading
» Continuing operations 37.1 (7.4) 57.3
Communication Papers 314 12.2 137.5
Packaging Papers 22.0 3.3 29.5
Austratian Paper 53.4 15.5 167.0
Corporate 10.5 2.7 1.4
Total 101.0 10.8 225.7

I

Consolidated j

Depreciation & Non-cash Capital
amortisation expenses expenditure
$m $m Sm
For the year ended 30 June 2006
Business segments
Merchanting and Paper Trading
+ Continuing operations 40.4 4.4) 47.8
Communication Papers 34.2 7.4 57.7
Packaging Papers 18.1 3.1 13.1
Australlan Paper 52.3 10.5 70.8
Corporate 12.0 4.4 34
Total 104.7 10.5 122.0
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Segment reporting (continued)

{1) Interest and income tax expense are not allocated internaily to the segments but held centrally.
{2} Inter-segment sales comprise sales of paper. which are priced on an arm’s length basis.

{3) The segment result for the individual business segments is the profit before net interest and income tax.

{4} The non-cash expenses above comprise the following items:

2007 2006

$m S$m

* Provisions charge - refer Note 5(b) 20.1 34.4
« Net profit on disposal of property, plant and equipment - refer Note 3 8.1 (24.4)

« Impact of unrealised (profit}/loss in inventories - refer Statements of Cash Flows (1.2) 0.5
10.8 10.5
{5) Capital Expenditure above comprises the following items:

* Acquisition of property, plant, equipment and intangibles- refér Statements of Cash Flows 177.4 101.4

* Movement in accruals 29.3 0.6
206.7 102.0

» Gooduwill in relation to acquisitions of subsidiaries — refer Note 42 14.4 9.1

» Other intangibles acquired on aoquisition of subsidiaries — refer Note 42 0.2 1.2

» Property, plant and equipment acquired on acquisition of subsidiaries - refer Note 42 4.4 9.7
225.7 122.0

{6) The unallocated segment liabilities comprise the following items:

« Current loans and borrowing — refer Note 18 494.9 221.7

* Current tax linhilities — refer Note 19 5.1 9.6

« Non-current loans and borrowing — refer Note 23 565.7 1.136.7

= Non-current deferred tax linbilities — refer Note 24 48.9 43.4

" 1.114.6 1.411.4

Employee retirement benefit obligations

The consolidatled entity and certain subsidiaries contribute to various plans that provide retirement, death and disability
benefits for employees and their dependants. The plans cover company-sponsored plans, industry/union plans and other
approved plans.

The following tables set out the details in respect of defined benefit plans only. The defined benefit obligations and the
fair value of the assets have been valued by independent actuaries as at the reporting date.

Company sponsored plans
The principal benefits are pensions or lump sums for members on resignation, retirement. death or total and permanent
disablement. These benefits are determined on either a defined benefit or defined contribution basis.

Employee contribution rates are either fixed by the rules of the plan or selected by members from a specified range of
rates. in addition to legtslative requirements, employer companies contribute to the balance of the cost required to fund
the benefits as set out in the appropriate plan rules.

There exists a legally enforceable obligation on the employer companies to make such contributions as are required under
the rules, but no legal right to benefit in the surplus in the plans.

Where a limftation on the recoupment of surplus exists in any plan, the value of the surplus in that plan is restated as nil.

Government plans
Employer companies participate in government plans, on behalf of certain employees, which provide pension benefits.

There exists a legally enforceable obligation on employer companies to contribute as required by legislation.

Industry/union plans
Employer companies participate in industry and union plans on behalf of certain employees.

These plans operate on a defined contribution basis and provide lump sum benefits for members on resignation,
retirement or death.

Employer companies have a legally enforceable obligation to contribute at varying rates 10 these plans.
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Notes to the financial statements continued
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Employee retirement benefit obligations {continued)

C FTTTIT R Paperiing Limited |
2007 2008 2007 2008
$m $m $m Sm
The amounts recognised in the balance sheet are determined as follows:
Present value of the defined benefit obligation 528.3 604.0 - -
Less: Fair value of defined benefit plan assets (498.3) (517.8) - -
Add: Limitation on recoupment of net surplus positions 8.4 1.6 - -
Net lability in the balance sheet 38.4 87.8 - -
The net liability in the balance sheet is disclosed as follows:
Liabilities (49.7) (92.8) - -
Assets 11.3 5.0 - -~
Net llability in the balance sheet (38.4) (87.8) - -
Changes in the present value of the defined benefit obligations are as follows:
Opening defined benefit obligations 604.0 517.7 - -
Current service costs 319 20.0 - -
Interest on obligation 32.4 18.7 - -
Actuarial gains on defined benefit obligations {(41.9) (26.2) - -
Contributions by member 4.3 6.0 - -
Liabilities assumed in a business combination 4.2 54.7 - -
Transfer out to external pension provider (36.2) - - -
Curtailment gains (13.8) - - -
Exchange differences on foreign plans (29.8) 28.4 - -
Benefits paid (26.8) {15.3) - -
Closing defined benefit obligation 528.3 604.0 - -
Changes in the fair value of plan assets are as follows:
Opening fair value of plan assets 517.8 395.5 - -
Expected return on plan assets 35.8 20.8 - -
Actuarial gains/{losses) on fair value of plan assets (5.2) 17.0 - -
Contributions by employer 229 16.8 - -
Contributions by member 4.3 6.0 - -
Assets acquired in a business combination - 53.3 - -
Transfer out to external pension provider {26.3) - - -
Exchange differences on foreign plans (26.1) 23.7 - -
Benetfits paid (24.9) (15.3) - -
Closing fair value of plan assets 498.3 517.8 - ~
Less: Limitation on recoupment of net surplus position (8.4) (1.6) - -
489.9 516.2 - -
Expense recognised in the income statement:
Current service costs 31.9 200 - -
Interest on obligation 324 18.7 - -
Expected return on plan assets (35.8) (20.8) - -
Curtailment gains (13.8) - - -
4.7 17.9 - -
Amount recognised in the statement of recognised income and expense:
Actuarial gains on defined benefit obligations 41.9 26.2 - -
Actuarial gains/{losses} on fair value of plan assets {5.2) 17.0 - -
Movement in limitation on recoupment of net surplus position (6.8) (1.6} - -
299 41.6 - -
Less tax effect, where applicable (9.3} (11.6) - -
20.6 30.0 - -
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Employee retirement benefit obligations (continued)

Principal actuarial assumptions:
The principal actuarial assumptions at the balance sheet date used to calculate the net liability and the princlpal economic
assumptions used in making recommendations to determine the employer compantes’ contributions are detailed below.

i Consolidated ] PaperlinX Limited

2007 2008 2007 2006
Discount rate 4,25% t0 5,9% 4.25% to 5.4% - -
Salary increase rate 1% to 4.3% 1% to 4% - -
Inflation 2% to 3.3% 2% to 3% - -
Expected asset return 5.2% to 8% 1% to 7.5% - -
Plans as at 30 June 2007
Defined

Plan benefit Surplus
assets obligation  (deficit)

¢ PaperlinX Superannuaticn Fund (Australia) — Fund No. 1 37.8 34.5 33
¢ PaperlinX Superannuatton Fund (Australia) - Fund No. 2 30.5 25.0 5.5
« PaperlinX New Zealand Superannuation Fund (New Zealand) 0.9 0.9 -
+ Coast Paper Pension Plan for Employees {Canada) 82 8.4 0.2)
= Coast Paper Penston Plan for Executive Employees {Canada) 7.9 9.8 (1.9}
+ Pension Plan for Employees of PaperlinX Canada (Canada) 58.6 58.0 2.6
» PaperlinX Pensioenfonds (Netherlands) 60.2 60.2 -
+ Pension Plan for Buhrmann Ubbens employees with Nationale Nederlanden (Netherlands) 18.9 34.2 {15.3)
» The Howard Smith Paper Group Pension Scheme {UK) 59.5 61.0 (1.5
* Robert Horne Group Pension Scheme {UK) 198.9 206.1 (7.2}
« Robert Horne Paper (Ireland) Lid Pensfon & Life Assurance Scheme (Ireland) 8.5 9.0 (0.5)
e Other post-employment pension plans funded directly by employer companies - 23.2 (23.2)

489.9 528.3 (38.4)
Plans as at 30 June 2006

Defined

Plan  benefit Surplus
assets obligation (deficit)

Sm $m $m
¢ PaperlinX Superannuaticn Fund (Australia) - Fund No. 1 37.4 38.7 (1.3)
» PaperlinX Superannuation Fund (Australia) - Fund No. 2 29.8 25.1 4.7
* PaperlinX New Zealand Superannuation Fund (New Zealand} 0.8 0.8 -
» Coast Paper Pension Plan for Employees {Canada) 7.8 8.2 (0.4)
» Coast Paper Pension Plan for Executive Employees {Canada) 7.1 9.2 (2.1)
* Pension Plan for Employees of PaperlinX Canada (Canada) 55.6 55.3 0.3
* PaperlinX Pensioenfonds (Netherlands) 105.4 116.3 (10.9)
« Pension Plan for Buhrmann Ubbens employees with Nationale Nederlanden (Netherlands) 24.3 243 -
¢ The Howard Smith Paper Group Pension Scheme (UK) 54.6 66.6 (12.0)
« Robert Horne Group Pension Scheme (UK} 185.6 228.8 (43.2}
« Robert Horne Paper (Ireland) Ltd Penston & Life Assurance Scheme {Ireland) 7.8 8.2 0.4)
¢ Other post-employment pension plans funded directly by employer companies - 22.5 (22.9)

516.2 604.0 (87.8}
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Notes to the financial statements continued

as at 30 June 2007

YT PaperlinX's subsidiaries

PaperlinX Limited and the following specified subsidiary companies have entered into an approved deed for the cross

guarantee of liabilities.

Pursuant to ASIC Class Order 98/1418 dated 13 August 1998 (as amended). these wholly-owned subsidiaries are relieved

from the Corporations Act 2001 reguirements for the preparation. audit and lodgement of financial reports.

[t is a condition of the Class Order that PaperlinX Limited and each of these subsidiaries enter into a deed of cross guarantee.
The effect of the deed is that PaperlinX Limited guarantees to each creditor payment in full of any debt in the event of winding
up any of these subsidiaries under certain provisions of the Corporations Act 2001. If a winding up occurs under other
provisions of the Act, PaperlinX Limited will only be liable in the event that after six months any creditor has not been paid

in full, These subsidiaries have also given similar guarantees in the event that PapertinX Limited {s wound up.
The consolidated Income Statemnents and consolidated Balance Sheets comprising PaperlinX Limited and these wholly-owned
subsidiaries. after eliminating all transactions between parties to the deed of cross guarantee, is set out below:

2007 20086

Income statement $m $m
Profit /lloss) before tax 43.1 {59.5)
Tax (expense)/benefit {1.8) 1.0
Profit/{loss) for the year 41.5 (58.5)
Accumulated losses at the beginning of the year (197.8) (70.2}
Employee share options and rights 1.6 29
Adjustments to comply with accounting standards - (0.3)
Actuarial gains on defined benefit plans 3.6 6.4
Dividends paid (42.5) (78.1)
Accumulated losses at the end of the year {193.6) {(197.8)
Balance sheet
Current aggets
Cash and cash equivalents 122.1 62.0
Trade and other receivables 261.6 936.8
Inventories 272.4 288.9
Total current assets 656.1 1,287.7
Non-current assets
Receivables 8.7 4.7
Investments 684.1 688.0
Property. plant and equipment 824.3 714.1
Intangible assets 161.3 169.5
Deferred tax assets 32.3 30.8
Total non-current assets 1.710.7 1.607.1
Total assets 2.366.8 2,894.8
Current liabilities
Trade and other payables 269.7 232.3
Loans and borrowings 82.0 148.0
Income tax payable 6.1 6.6
Employee benefits 42.4 36.7
Provisions 96 10.5
Total current liabilities 409.8 434.1
Non-current Liabilities
Payables - 1.3
Loans and borrowings 405.5 920.5
Deferred tax Habilities 22.8 17.6
Employee benefits 34.5 33.8
Provisions 4.0 3.1
Deferred income 0.5 -
Total non-current liabilities 467.3 976.3
Total liabilities 877.1 1.410.4
Net assets 1,489.7 1,484 4
Equity
Issued capital 1,701.6 16919
Reserves 9.7) 9.7}
Accumulated losses (193.6} (197.8)

1.498.3 1.484.4
PaperlinX step-up preference securities issue costs {8.6) -
Total equity 1,489.7 1,484.4
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PaperlinX's subsidiaries (continued)

During the current year the consolidated entity purchased the following entity:

« Antalis SpA, effective 1 May 2007

During the prior year, the consolidated entity purchased the following three entities/businesses:

» Cascades Merchanting {Canada). effective 1 March 2006:

 1st Class Packaging Ltd (United Kingdom), effective 1| March 2006; and

+ Euroadria (Italy), effective 1 December 2005.

The operating results of these entities /businesses have been included in the consolidated profit from their effective acquisition dates.
The consideration paid and the net assets at the date of acquisition are set out in the table below:

| Consclidated |
2007 2006
$m Sm
Antalis SpA
+ Consideration patd in cash 38.4 -
38.4 -
Cascades Merchanting business
¢ Consideration paid in cash - 93.4
¢ Consideration accrued - 10.8
- 104.2
1st Class Packaging Lid
+ Consideration pald in cash - 7.0
* Consideration accrued - 0.9
- 7.9
Euroadria business
» Consideration paid in cash - 1.2
Total 38.4 113.3
The consideration paid comprises the following:
= Consideration paid in cash 38.4 101.6
+ Consideration accrued - 11.7
38.4 113.3

Net asset acquired:

Current Assets

Cash and cash equivalents 14.6 1.3
Trade and other receivables 103.3 69.1

Inventories 32.9 58.8
Non-current assets

Receivables 0.2 0.2

Property. plant and equipment 4.4 2.7
Intangible assets — other 0.2 1.2

Total Assets 155.6 140.3
Current Liabilities

Trade and other payables (103.5) (34.3)
Loans and borrowings (18.1) -
Loans and borrowings — capitalised berrowing costs - 04
Income tax payable {0.7) {0.5)
Provisions {2.1) -
Non-current labilities

Other payables {7.2) -
Provisions - (1.3)
Employee benefits - (0.4)
Total Liabilities (131.6) (36.1)
Goodwill on acquisition 1} 14.4 9.1

Total net assets acquired 38.4 113.3

{1) Gooduwill artses as it did not meet the criteria of recognition as a separately identifiable intangible asset at the date of the acquisition.
{2} No material fair value adjustments were booked on acquisitior.
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Notes to the financial statements continued
as at 30 June 2007

EEXXYTA PaperlinX's subsidiaries (continued)

L Consolidated l
2007 2008
Sm Sm

Cash flow impact:

Cash paid 384 101.6
38.4 101.6
Cash settlement of amounts accrued in prior period 11.5 0.6
49.9 102.2
Less cash acquired (14.6) (1.3)
Cash flow impact — per Statement of Cash Flows 35.3 100.9

In relation to the above acquisitions. if the acquisition had occurred at the start of the year, consolidated entity revenue and
profit after tax on a pro-rata basts would be as follows for those acquisitions that were not merged into existing businesses:

[

Consolidated _]

2007 2006
$m $m

Antalis SpA
¢ Revenue 279.6 -
* Loss afier tax (1.4) -
Cascades Merchanting
+ Revenue - 524.5
¢ Profit after tax - 3.5
1st Class Packaging Ltd
+ Revenue - 10.2
* Profit after tax - 0.8

During the current year the consolidated entity disposed of the following entity:

» Axelium SAS, effective 1 May 2007;

The operating result of this entity is not included in the consolidated profit from its effective disposal date.
The consideration received and the net assets at the date of disposal are set out In the table below:

[ Consolidated j
2007 2006
$m S$m
Axellum SAS
» Consideration received in cash 37.3 -
37.3 -
Net asset disposed:
Current Assets
Cash and cash equivalents 5.3 -
Trade and other recefvables 45.6 -
Inventories 11.1 -
Non-current assets
Receivables 0.5 -
Property, plant and equipment 1.3 -
Intangible assets — other 0.2 -
Total assets 64.0 -
Current Liabilities
Trade and other payahles {18.0) -
Loans and borrowings 6.3) -
Income tax payable - -
Non-current liabilities
Other payables (0.7) -
Provisions (1.7) -
Employee benefits - -
Total Liabilities 26.7 -
Total net assets disposed 37.3 -
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PaperlinX's subsidiaries (continued)

[ Consolidated
2007 2006
$m $m
Cash flow impact:
Cash recetved 37.3 -
37.3 -
Cash settlement of amounts accrued in prior perlod - -
37.3 -
Less cash disposed (5.3) -
Cash flow impact - per Statement of Cash Flows 32.0 -

In relation to the above disposals, if the acquisition had occurred at the end of the year, consolidated entity revenue and profit

after tax on a pro-rata basis would be as follows:

( Consolidated
2007 2006
$m $m
Axelium SAS
+ Revenue 181.4 -
» Profit after tax (6.9) -
Consolidated
Note Country of Subsidiary
Incorporation Interest
2007 2006
Paper Australia Pty Ltd {1) Australia 100%  100%
Australian Paper Pty Ltd (1) Australia 100%  100%
PaperlinX SPS Trust Australia 100% -
PaperlinX SPS LLC Australla 100% -
PaperlinX Australia Pty Ltd (n Australla 100%  100%
Paperwealth Pty Litd 5 Australia 100%  100%
PP CPC Pty Ltd (5) Australia 100%  100%
Empire Office Supplies Pty Ltd (5) Australia 100% 100%
PP ED Pty Ltd (5} Australta 100%  100%
B J Ball Pty Ltd (1} Australia 100%  100%
Besmac Pty Ltd (5) Australia 100%  100%
Paper Associates Pty Ltd (1) Australia 100%  100%
PPX Australia LP Australia 1009  100%
PaperlinX (UK) Ltd (3) United Kingdom 10006 100%
PaperlinX (Europe) Ltd United Kingdom 160%  100%
PaperlinX Brands (Europe) Ltd United Kingdom 100% 100%
PaperlinX Services (Europe) Ltd United Kingdom 100%  100%
PaperlinX Investments (Europe) Ltd United Kingdom 100%  100%
PaperlinX Treasury (Europe) Ltd United Kingdom 100% 100%
1st Class Packaging Litd United Kingdom 100% 100%
The Paper Company Ltd United Kingdom 10086 100%
21st Century Paper Lid (5 United Kingdom 100%  100%
Powell & Heilbron (Paper) Ltd (5 United Kingdom 10026 100%
Rothera & Brereton (Sheffield) Ltd (5} United Kingdom 10096 100%
Michael Jackson (Paper) Ltd 5} United Kingdom 100% 100%
Grove Paper Company Ltd (5} United Kingdom 1000 100%
Rothera & Brereton Ltd 5 United Kingdom 100% 1009
Paramount Paper Sales (Londen) Ltd 5} United Kingdom 1009 100%
Lagan Papers Ltd () United Kingdom 10006 100%
Dixon & Roe {Birmingham) Lid () United Kingdom 100%  100%
Alba Paper Lid {5) United Kingdom 100% 100%
Mason's Paper Holdings Ltd {5) United Kingdom 100%  100%
The Mason's Paper Co Ltd (S) United Kingdom 100% 100%
Southern Paper Ltd [t5]] United Kingdom 100%  100%
Southern Paper co (Brighton} (5 United Kingdom 1086 1002
Donald Murray (Paper) Ltd 5 United Kingdom 10086 100%
Donald Murray Paper (Bristol} Ltd 5) United Kingdom 1008  100°6
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Notes to the financial statements continued

as at 30 June 2007

m PaperlinX's subsidiaries (continued)

Consolidated
Note Country of Subsidiary
Incorporation Interest

2007 2006

Donald Murray Paper (Glasgow) Ltd (5] United Kingdom 100%  100%
Donald Murray Paper iNewcastle) Lid [15)] United Kingdom 100% 1000

Dixon & Roe Group Ltd (5) United Kingdom 100% 100%
Dixon & Roe Ltd [3) United Kingdom 100%  100%

Dixon & Roe (Herts) Ltd (5) United Kingdom 100%  100%

The Paper Company No. 2 Ltd (5) United Kingdom 100%  100%
Hopefair Ltd 5) United Kingdom 100%  100%
Jarvis Paper Sales Ltd (5 United Kingdom 10086 100%

Reel Papers Ltd (5 United Kingdom 100%  10(%6
Somerset Paper Sales Ltd (5} United Kingdom 100% 1007
PaperlinX Netheriands Holdings BV (3) Netherlands 100%  100%
BuhrmannUbbens BV Netherlands 100%  100%
VRG Insurances BV Netherlands 100%  100%
Brabantse Poort BV Netherlands 1009  100%
Rhosili Amsterdam CV Netherlands 100%  100%
PapertinX Netherlands BV Netherlands 100% 100%
Proost en Brandt BV Netherlands 100% 10076
Velpa Enveloppen BV Netherlands 100% 100%
Polyedra SpA Italy 100%  100%
Antalis SpA 2) Italy 100% -
Josef Frohlen Paptergrosshandlung - WilliReddeman Import — Export GmbH Germany 100%  100%
Deutsche Papier Holding GmbH Germany i00% 100%
Deutsche adp Wilhelm GmbH Germany 1008 1008
Deutsche Papier Vertriebs GmbH Germany 106 100%%
PaperlinX Austria GmbH Austria 100% 10006
PaperNet GmbH Austria 100%  100%
PaperNet GmbH & Co KG Austria 100% 100%
Adria Papir doo Croatia 1000  100%
Budapest Papir Kft Hungary 1008 100%
Tulipel - Comercio de Paperis Lda Portugal 10086  100%
Alpe Papir Trgovina na Veliko doo Slovenia 10086  100%
Dunav Papir D.o.o. Serbia 100%  100%
Brauslavska Papierenska Spolocnost Slovakia 100%  100%
Ospap Velkoobchod Papirem AS Czech Republic 100%  100%
Multiexpo Spoel sro Czech Republic 100%  100%
PaperlinX Denmark ApS Denmark 100% 100%
PaperlinX Scandinavia AS (3) Denmark 100% 100%
Epacar NV Belgium 100%  100%
Mercator Papier Spzoo Poland 1009  100%
PaperNet Oy Finland 1009  100%
Union Papelera Merchanting SL Spain 100%  100%
Interpapier AG Switzerland 1008 100%
The Howard Smith Paper Group 1td United Kingdom 100% 100%
Contract Paper Ltd United Kingdom 1000 10080
Howard Smith Paper Ltd United Kingdom 100%  100%
Precision Publishing Papers Ltd United Kingdom 100% 1009
Savory Paper Ltd United Kingdom 1000 10086
Trade Paper Ltd United Kingdom 1008 100%
Howard Smith Paper {Scotland} Ltd United Kingdom 100% 1009
The M6 Paper Group Ltd United Kingdom 10086  100%
Robert Horne UK Ltd United Kingdom 1008  100%
Cogladle Ltd United Kingdom 10006  100%
Robert Homme Pension Trustees Ltd United Kingdom 1008 10070
Robert Horne Group Ltd United Kingdom 100% 10086
Adhesive and Display Products Ltd United Kingdom 100% 1009
Robert Horne Paper Company Ltd United Kingdom 100% 100%

W Lunnon & Company Ltd United Kingdom 100%  100%
Glenmore Lomond Paper Group Ltd United Kingdom 100%  100%
Robert Horne Paper (Scotland) Lid United Kingdom 10086  100%
Pinnacle Film & Board Sales Ltd United Kingdom 100%  100%%

Sheet & Roll Converters Ltd United Kingdom 10006  100%




PaperlinX's subsidiaries {continued)
Consolidated
Note Country of Subsidiary
Incorporation Interest
2007 2006
Transplastix Ltd United Kingdom 1000  100%
Williaam Cox Plastics Ltd United Kingdom 100%  100%
PaperlinX North America Inc usa 1008  100%
Kelly Paper Company usa 10086  100%
Spicers Paper Inc USsA 100%  100%
Paper Products Marketing (USA) Inc USA 1009  100%
PPX Investment Corp Canada 1008 100%
PaperlinX Canada (2001) Corp Canada 1006 100%
PaperlinX Canada Ltd Canada 100%  100%
PPX Canada Corp Canada 1086 100%
PaperlinX Holdings (Asia) Pte Ltd Singapore 100%  100%
Spicers Paper {Asia) Trading Pte Ltd Singapore 100%  100%
Norscan Forest Products Pte Ltd Singapore 100%  100%
Spicers Paper (Singapore) Pie Ltd Singapore 100%  100%
Paper Products Marketing (Singapore) Pte Ltd Singapore 100%  100%
VRG Paper (Malaysia) Sdn Bhd Malaysia 1008 100%
Winpac Paper Pte Ltd Singapore 1008  100%
Spicers Paper {Hong Kong} Ltd Hong Kong 100% 100%
Paper Products Marketing (Hong Kong) Ltd Hong Kong 1008 100%
Spicers Paper (Malaysia) Sdn Bhd Malaysia 1008  100%
Finwood Papers (Pty) Lid South Africa 10096  100%
Finwood Properties Pty Ltd South Africa 100%  100%
PaperlinX Ireland Holdings Ireland 100%  100%
Robert Horne Paper (Ireland) Ltd Ireland 100%  100%
Paper Sales Ltd Ireland 100% 100%
Contact Papers Ltd Ireland 10086 100°%
Supreme Paper Company Lid Ireland 100%  100%
DM Paper Ltd Ireland 1008  100%
PPX Insurance Ltd New Zealand 100%  100%
Spicers Paper (NZ} Ltd New Zealand 100%  100%
PaperlinX Investments Pty Ltd (1) Australia 100%  100%
Paper Products Marketing Pty Ltd (1) Australia 100%  100%
Paper Products Marketing (Talwan) Ltd Taiwan 80% 80%
Pacific Paper Marketing Australia Pty Ltd (5 Australia 100%  100%
PaperlinX (NZ) Ltd New Zealand 100%  100%
(1) Subsidiaries entered into an approved deed for the cross guarantee of labilities
(2) Subsidiaries acquired since 30 June 2008

(3) Subsidiaries renamed since 30 June 2006

PaperlinX Netherlands Holdings BV (formerly PaperlinX Cooperatief WA)
PaperlinX Scandinavia AS (formerly Aktieselskabet Christian Christensen Og Co)
PaperlinX (UK) Ltd {formerly Paramount Paper Sales Ltd)

(4) Subsidiaries no longer controlled since 30 June 2006

Axelium SAS Bouwmaatschappij ‘Het Wapen van Amsterdarm’ NV
Thomas Papier SARL Velpa Holdings BV

PaperlinX Netherlands Holdings BV PaperNet Scandinavia AS

BuhrmannUbbens Holding BV Udesen A/S Grafisk Fagcenter

PaperlinX Shared Services BV CC&Co Heldings ApS

DRiemn Papier BV CCé&Co Ejendomme AS

Tricom Paper International BV Plus Office AS

Printaco BV Corporate Express Denmark AS

Proost en Brandt Holdings BV Grafiskt Papper Norden AB

Deutsche Papler Grundstucks GmbH & Co KG Badger Paper Ltd

(5) Subsidiaries placed in liquidation/merged since 30 June 2006
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Notes to the financial statements continued
as at 30 June 2007

L XE Other related party disclosures
The ownership interest in subsidiaries is disclosed in Note 42 to the financial statements.

There were no other material related party transacttons during the year other than those disclosed in Note 38.

Directors of PaperlinX Limited

Directors of PaperlinX Limited, who held office during the year ended 30 June 2007 are:
D E Meiklejohn

T P Park

AF Guy

J W Hall (appointed 16 May 2007)

B J Jacksen

N L Scheinkestel

D A Walsh

L J Yelland

The remuneration of Directors is disclosed in Note 38 to the financial statements,

A full analysis of the components of the remuneration of individual Directors is contained in Note 38 and in the Directors’ Report.
Loans to Directors of PaperlinX Limited in Note 38 total $Nil [2006: $Nil).

Directors of Subsidiaries

Loans to Directors of subsidiaries $31,000 (2006: $33.000). This amount comprises employee share plan loans only.

During the year. employee share plan loan repayments totalling $2.000 were recetved from:
G C Butcher, C B Creighton, P N Jones, B A Smart, AJ Kennedy. J R Peters, A O Knight. P G Holloway.

During the prior year, employee share plan loan repayments totalling $4,000 were received from:
D G Abotomey, G C Butcher, C B Creighton, P N Jones, B A Smart, A J Kennedy, J R Peters, A O Knight, P G Holloway.

During the year, employee share plan loans totalling $Nil were advanced.
During the prior year, employee share plan loans totalling $Nil were advanced.
The amount of dividends received by PaperlinX Limited from its subsidiaries is disclosed in Note 3.

The amounts owing from subsidiaries and the amounts owing to subsidiaries for PaperlinX Limited are disclosed in Note 9 and
Note 17 respectively. These amounts are non-interest bearing.

Earnings per share

June 2007 Sm Continuing Discontinued Total
Profit for the period 79.6 0.6 80.2
Less attributable to holders of PaperlinX step-up preference securities {6.6) - (6.6}
Less attributable to minority interest (0.1} - (0.1}
Profit for the period attributable to holders of ordinary shares of PaperlinX Limited 72.9 0.6 73.5
Weighted average number of shares — basic (millions) 447.6 447.6 447.6
Basic EPS (cents) 16.3 0.1 16.4
Weighted average number of shares ~ diluted (millions) 451.9 451.9 451.9
Diluted EFS (cents) 16.2 0.1 16.3
June 2006 $Sm Continuing Discontinued Total
Profit for the period 64.7 0.7 65.4
Praofit for the period attributable to holders of ordinary shares of PaperlinX Limited 64.7 0.7 65.4
Weighted average number of shares — basic {millions) 446.2 446.2 446.2
Basic EPS (cents) 14.5 0.2 14.7
Weighted average number of shares — diluted (millions) 449.6 449.6 449.6
Diluted EPS (cents) 14.3 0.2 14.5

The earnings per share have been calculated in accordance with Accounting Standard AASB 133 (Earnings per Share}.
This standard defines the basic earnings per share to be the operating profit after income tax for the consolidated entity
attributable to ordinary shareholders of the parent entity for the financial year, divided by the weighted average number
of ordinary shares of the parent entity on issue during the financial year.

The options to purchase shares on issue during the years ended 30 June 2007 and 30 June 2006 have not been
included in determining the basic earnings per share.

The diluted earnings per share are calculated in accordance with the requirements of Accounting Standard AASB 133
Earnings per Share, whereby options are considered to be potential shares.
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Earnings per share (continued)

The options to purchase shares on issue during the years ended 30 June 2007 and 30 June 2006 have been included in
determining the diluted earnings per share. The impact of this inclusion is the weighted average number of shares on issue
increases by 4.3 million shares for the year ended 30 June 2007 (2006: 3.4 million shares).

The inclusion of these options in the calculation of the diluted earnings per share has an immaterial impact as compared to
the basic earnings per share.

Nil options have been issued since 30 June 2007 up 1o the date of this report.

Nil options have been exercised, resulting in the issuing of nil shares since 30 June 2007 up to the date of this report.
In addition, 76,800 options have lapsed since 30 June 2007.

Shares issued since 30 June 2006 up to the date of this report have not been included in the calculation of the basic earnings
per share calculation at 30 June 2006.

WO LN Additional financial instruments disclosure
Interest rate risk
The consolidated entity is exposed to adverse movements in interest rates under various debt facilities.

The consalidated entity from time to time enters into interest rate swaps that swap floating rate interest bearing liabilities into
fixed rate interest bearing liabilities.

Interest rate risk exposures
Exposure to Interest rate risk and the effective interest rate for classes of financial assets and Habilities is set out below:

Fixed interest maturing in:

Floating More Non- Effective

interest 1 year 1te5 than interest interest
Consolidated 2007 $m rate or less years 5 years  bearing Total rate(l)
Financial assets
Cash and cash equivalents 448.8 - - - - 448.8 4.90
Trade and other receivables - - - -  1,681.7 1.881.7 -
Investments - - - - 13.3 13.3 -
Financial liabilities
Trade and other payables - - - - 13106 13106 -
Interest bearing loans and borrowings 600.8 - - - - 600.8 6.61
USD Notes - - - 144.1 - 144.1 6.75
CAD Notes - 3.4 13.6 55.7 - 72.7 7.91
GBP Notes - - - 242.6 - 242.6 6.59
Finance leases liabilities - 0.3 0.1 - - 0.4 8.00

Fized interest maturing in:

Floating More Non- Effective

interest 1 year 1to5 than interest interest
Consclidated 2006 $m rate or less years 5 years  bearing Total rate (1)
Financial assets
Cash and cash equivalents 455.1 - - - - 455.1 4.17
Trade and other receivables - - - -~ 1,660.7 1.550.7 -
Investments - - - - 14.1 14.1 -
Financial liabilities
Trade and other payables - - - - 1.266.0 1,266.0 -
Interest bearing loans and borrowings 856.7 - - - - 856.7 4.26
USD Notes - - - 165.0 - 165.0 6.75
CAD Notes - 3.7 14.8 64.5 - 83.0 7.88
GBF Notes - - - 253.1 - 253.1 6.59
Finance leases liabilities - 0.5 0.1 - - 0.6 8.00

(1} Includes the effect of applicable credit margins.
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Notes to the financial statements continued
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m Additional financial instruments disclosure (continued)

Foreign exchange risk

In relation to recognised assets and liabilities denominated in a foreign currency, the consolidated entity's policy 1s to hedge

all material foreign currency exposures. This is done via a natural hedge, such as a similarly denominated receivable or cash
balance, or through forward cover contracts as soon as a firm and irrevocable commitment is entered into or known. It is the
consolidated entity's policy to recognise both the cost of entering into a forward foreign exchange contract and the net exchange
gain/loss arising thereon. between the date of inception and year end, as a net foreign currency receivable or net foreign
currency payable in the financial statements. This is calculated by reference to the movement in the fair value of the derivative
contract from the date of inception of the contract to that at year end.

Changes in the fair value of forward exchange contracts that economically hedge monetary assets and liabilities in foreign
currencies and {or which no hedge accounting is applied are recognised in the income statement. Both the changes in fair
value of the forward contracts and the foreign exchange gains and losses relating to the monetary items are recognised as
part of ‘net financing costs’ (see Note 5).

Accounts payable and interest bearing liabilities, which include amounts repayable in foreign currencies, are shown at their
Australian dollar equivalents. All material foreign currency liabilities are either fully hedged or matched by equivalent assets in
the same currencies, such assets representing a natural hedge.

Credit risk

The credit risk on financial assets of the consolidated entity, other than investments in shares, is the carrying amount of
receivables, net of provisions for impairment loss against doubtful debts. The consolidated entity minirises ils concentrations
of this credit risk by undertaking transactions with a large number of customers and counterparties in various countries. There
is no material exposure to any individual overseas country or individual customer.

In order to control any exposure which may result from non-performarnce by counterparties, foreign exchange contracts are
only entered into with major banks with a mintmum long-term rating of A+ by Standard & Poor's or A2 by Moody's. In addition,
the PaperlinX Limited Board must approve these banks for use, and specific internal guidelines have been established with
regard to limits. dealing and settlement procedures.

The maximum credit risk exposure on foreign currency contracts is the full amount of the foreign currency the consolidated
entity pays when settlement occurs, should the counterparty fail (o pay the amount which it is committed to pay the
consolidated entity.

Net fair values
Instruments traded on organised markets are vaiued by reference to market prices prevailing at balance date.

The net fair value of other monetary financial assets and financial liabilities approximates their carrying vahie.

‘The cartying amounts and net fair values of financial assets and liabilities approximate each other as at reporting date for both
the company and the consolidated entity.

The net fair value of foreign exchange contracts are assessed as the estimated amount that the consolidated entity expects to
pay or receive to terminate the contracts or replace the contracts at their current market rates as at reporting date. This is
based on independent market quotations and determined using standard valuation techniques.

For forward foreign exchange contracts, the net fair value is taken to be the unrealised gain or loss at balance date calculated
by reference to current market rates.

The net fair value of foreign exchange contracts held as at reporting date is a loss of $1.8 million (2006: a gain of $2.9 million).

LW N Events subsequent to balance date

Dividends on PaperlinX Limited ordinary shares
For dividends declared after 30 June 2007, see Note 7.

Distributions on PaperlinX step-up preference securities
For the distribution rate for the period 30 June 2007 to 31 December 2007, see Note 7.
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Directors’ declaration

In the opinion of the Directors of PaperlinX Limited (‘the Company’):

(@}

b)

(c)

the financial statements and notes, including the remuneration disclosures that are contained in sections 1 to 3
and sectlons 5 to 7 of the Remuneration Report in the Directors’ Report, set out on 1 to 50, are in accordance with
the Corporations Act 2001, including:

() giving a true and fair view of the Company's and the consolidated entity's financial position as at 30 June 2007
and of their performance for the financial year ended on that date: and

(i) complying with Australian Accounting Standards (including the Australian Accounting Interpretations} and the
Corporations Regulations 2001;

the remuneration disclosures that are contained In sections 1 to 3 and sections 5 to 7 of the Remuneration Report
in the Directors’ Report comply with Australian Aceounting Standard AASB 124 Related Party Disclosures:

there are reasonable grounds to believe that the Company will be able to pay its debts as and when they become due
and payable.

2 There are reasonable grounds to believe that the Company and the controlled entities tdentified in Note 42 will be able to
meet any obligations or labilities to which they are or may become subject to by virtue of the Deed of Cross Guarantee
between the Cormnpany and those controlled entities pursuant to ASIC Class Order 98/1418.

3 The Directors have been given the declarations required by Section 295A of the Corporations Act 2001 from the Chief
Executive Officer and Chief Financial Officer for the financial year ended 30 June 2007.

Signed in accordance with a resclution of the Directors;

A A \M’j\ 4—?~c__\

David E Meiklejohn Thomas P Park
Chairman Managing Director

Dated at Melbourne, in the State of Victoria this 23rd day of August 2007.
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Independent audit report
to the members of PaperlinX Limited

Report on the financial report and AASB124 remuneration disclosures contained in the Directors' report

We have audited the accompanying financial report of PaperlinX Limited (the Company), which comprises the balance
sheets as at 30 June 2007, and the income statements, statements of recognised income and expense and statements of
cash flows for the year ended on that date, significant accounting policies and other explanatory notes 1 to 46 and the
Directors’ declaration set out on pages 1 to 51 for both the Company and the entities it controlled (the Consolidated Entity)
at the year’s end or from time to time during the financial year.

As permitted by the Corporations Regulations 2001, the Company has disclosed information about the remuneration of
Directors and Executives (remuneration disclosures), required by Australian Accounting Standard AASB 124 Related Party
Disclosures, under the heading ‘Remuneration report’ in sections ! to 3 and sections 5 to 7 of the Directors’ report and not
in the financial report. We have audited these remuneration disclosures.

Directors’ responsibility for the financial report and the AASB 124 remuneration disclosures contained in the
Directors' report.

The Directors of the company are responsible for the preparation and fair presentation of the financial report in accordance
with Australian Accounting Standards (including the Australian Accounting Interpretations) and the Corporations Act 2001.
This responsibility includes establishing and maintaining internal control relevant to the preparation and fair presentation of
the financial report that is free from material misstatement, whether due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are reasonable in the circumstances.

The Directors of the Company are also responsible for the remuneration disclosures contained in the Directors' report.
Auditor's responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our audit in accordance
with Australian Auditing Standards. These Auditing Standards require that we comply with relevant ethical requirements
relating to audit engagemnents and plan and perform the audit to obtain reasonable assurance whether the financial report is
free from material misstatement. Qur responsibility is also to express an opinion on the remuneration disclosures contained in
the Directors’ report based on our audit.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial

report and the remuneration disclosures contained in the Directors’ report. The procedures selected depend on the auditor's
Judgement, including the assessment of the risks of material misstatement of the financial report and the remuneration
disclosures contained in the Directors’ report. whether due to fraud or error. In making those risk assessments, the auditor
caonsiders internal control relevant to the entity’s preparation and fair presentation of the financial report and the remuneration
disclosures contained in the Directors' report in order to design audit procedures that are appropriate in the clrcumstances,
but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit alsc includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by the
directors, as well as evaluating the overall presentation of the financtal report and the remuneration disclosures contained

in the Directors’ report.

We performed the procedures to assess whether in all material respects the financial report presents fairly. in accordance with
the Corporations Act 2001 and Australian Accounting Standards (including the Australlan Accounting Interpretations), a view
which is consistent with our understanding of the Company’'s and the Consolidlated Entity’s financial position and of their
performance and whether the remuneration disclosures are in accordance with Australian Accounting Standard AASB 124.

We belfeve that the audit evidence we have obtained s sufficient and appropriate to provide a basts for our audit opinion.
Auditor's opinion on the financial report

In our opinion:

(a) the financial report of PaperlinX Limited is in accordance with the Corporations Act 2001, including:

(il  giving a true and fair view of the Company’s and the Consolidated Entity’s financial position as at 30 June 2007
and of their performance for the year ended on that date; and

(i) complying with Australlan Accounting Standards (including the Australian Accounting Interpretations) and
the Corporations Regulations 2001.

{b) other mandatory financial reporting requirements in Australia
Audltor's opinion on AASB 124 remuneration disciosures contained in the Directors’ report

In our opinicn, the remuneration disclosures that are contained In sections 1 to 3 and sections 5 to 7 of the Remuneration
report in the Directors’ report comply with Australian Accounting Standard AASB 124 Related Party Disclosures.

Peter Jovic
Partner

Melbourne
23 August 2007
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PaperlinX Limited
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Full Financial Report 2007

The paper used in this Report is distributed
by PaperlinX and its Merchanting businesses.

The cover stock is revive™ 50:50 3ilk 250gsm,

a 50% recycled FSC mixed source certified paper.
1t looks and performs like a virgin fibre product
without compromising print quality.

The cover is Flint embossed with a thick corrugated
patlern. This custom emhossing process takes
your favourite paper and embosses it in up to

20 different patterns.

The text is printed on Glopague 70gsm, an offset paper
produced under IS0 14001 environmental certification
at Australian Paper's Burnie Mill in Tasmania. Australia,

When you have finished with this publication,
PaperlinX encourages you to recycle it to avold landfil.
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Concise Annual Report 2007

This is the Concise Annual Report published by
PaperlinX Limited. Since 2005, results have been
reported under Australian equivalents to International
Financial Reporting Standards (AIFRS). Prior periods
to that have not been adjusted.

Full Financial Report 2007

A copy of the PaperlinX Limited 2007 Full Financial
Report, including the Independent Auditors’ Report,
is available to all shareholders and will be sent

to shareholders without charge upon request.

The Full Financial Report can be requested by
telephone (Australia 1800 232 867, outside Australia
+613 9415 4000) or by email at contact@paperlinx.
com.au. Alternatively, the Full Financial Report and
Concise Annual Report can be accessed on the
PaperlinX website at www.paperlinx.com.

Annual General Meeting

The eighth Annual General Meeting of PaperlinX
Limited will be held at the Four Seasons Hotel Sydney.
199 George St. Sydney. New South Wales at 11.00am
on Thursday 25 October 2007.

Financial Calendar

Full Year Results 2007
Record Date for 2007

Final Dividend

Final Dividend Mailed

Annual General Meeting 2007
[nterim Results 2008

Full Year Resulits 2008
Annual General Meeting 2008

Forward Looking Statements

Certain stalements in this Report relate to the future,
including forward looking statements relating to
PaperlinX's financial position and strategy. These
forward looking statements involve known and
unknown risks, uncertainties, assumptions and other
important factors that could cause the actual results.
performance or achievements of PaperlinX to be
materially different from future results. performance
or achievements expressed or implied by such
statements. Neither PaperlinX nor any other person
gives any representation, assurance or guarantee that
the occurrence expressed or implied in any forward
looking statements in this document will actually
occur and you are cautioned not to place undue
rellance on such forward looking statements.

Subject to any continuing obligations under applicable
law or any relevant listing rules of the Australian
Securities Exchange, PaperlinX disclaims any
obligation or undertaking to disseminate any updates
or revisions to any forward locking statements in this
document to reflect any change in expectations in
relation thereto or any change in events, conditions or
circumstances on which any such statement is based.

24 August 2007

5 September 2007
26 September 2007
25 October 2007
21 February 2008
21 August 2008

24 October 2008
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This ris
renmle
sustainable
recyclable

This high-quality recycled paper is Tudor RP 100%
Recycled 80gsm, which we produce with ISO 14001
‘environmental accreditation and distribute exclusively
in Australia. It is made from 100 per cent pre-consumer
and post-consumer waste fibre. No additional bleaching
is used in the recycling process.

By using Tudor RP, you are helping us to contribute
valuable funds to rehabilitate five ex-landfill sites
around Australia through the Spicers Paper Recreate
Program in partnership with Landcare Australia.

This paper is the ideal connection with these projects,
as it is made from materials that might otherwise end
up as landfill, including office papers and offcuts from
printing and envelope manufacturing processes.

When you have finished with this paper, PaperlinX
encourages you to recycle it to avoid landfill.







What we
can do

is tell you
exactly

how it is




Paper is made from

a raw material that can
be replanted and regrown
again and again




Paper is made from natural
sustainable sources

Recyclable

Paper can be used over and over,
reducing landfill waste
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Summary of 2007

Reported profit after tax was

$80.1 million for the year ended

30 June 2007 compared with

$65.4 million for 2006. Earnings
before interest and tax (EBIT) was
$185.5 million, up 22 per cent.
Results included a net $(12.2} million
in pre-tax one-off costs associated
with various strategic initiatives.

The 2007 result is a solid outcome
for PaperlinX and its shareholders.
PaperlinX has grown profit and
increased its dividend because

Highlights

it is realising net benefits of strategic
initiatives occurring across the
Group and because of favourable
shifts in product mix in both
Merchanting and Manufacturing.
While returns are still well below
target levels due to a continuation
of challenging external business
conditions, the lift in underlying
return on average funds employed
for both Merchanting and
Manufacturing businesses shows
the gathering internal momentuin.

Note: For all graphs, 2005, 2006 and 2007 reported under AIFRS. Prior years as previoustly reported (t.e. unadjusted

Sales revenue Earmings before interest Profit from operating
(% million) and tax {$ million) activities after tax ($ million)
| 5150
$100 —
— o B
_ - 50 —
03 04 05 08 07 03 04 05 06 07 03 04 05 06 07
Total shareholder Paper sales volume Number of employees
return (cumulative annuatl) [000 tonnes) {full time equivalent)
1614 4,313 9,502
200 } 5.000 I 10,000 I
150 - 7.500 _
100 - 5,000 -
50 — 2,500 -
0 — 0 _
©3 04 05 06 07 03 04 05 06 O7 03 04 05 06 07

Jor the change due to AIFRS). In this Report. currency is in Australian dollars unless otherwise indicated
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Summary financials

Year ended 30 June

PaperlinX Limited and Controlled Entities 2007 2006 % change
Sales revenue Sm 7.839.3 7.371.6 +6
Earnings from operating activities before interest,
income tax, amortisation and depreciation Sm 286.5 257.1 +11
Earnings from operating activities before interest & income tax Sm 185.5 152.4 +22
Underlying earnings from operating activities before interest & income tax Sm 197.7 156.6 +26
Profit before income tax Sm 114.6 87.3 +31
Profit after income tax Sm 80.1 65.4 +22
Key Ratios
Earnings before interest and income tax to average funds employed % 7.0 6.2
Working capital to sales % 15.5 16.6
Operating cash flow Sm 142.9 259.8
Net interest cover X 2.6 2.3
Net debt/Net debt & equity % 24.3 36.0
Basic earnings per share post hybrid distribution cps 16.4 14.7 +12
Dividend per share (Total annual) cps 11.0 10.0 +10
{1) Hybrid distribution accrued in 2007 of $6.6 million
Note: In this statement, currency is in Australian dollars unless otherise indicated.
EBIT Sales Revenue Total Assets
June 2007 June 2006 June 2007 June 2006 June 2007 June 2006
$m Sm Sm Sm $m Sm

Industry Segments
* Europe 139.9 123.5 4.780 4,528 2,148 2,187
* North America 51.5 39.9 1,380 1,133 502 569
s Australia, NZ and Asia ! 13.8 25.5 1,033 1.049 462 472
= Inter-merchant Sales (34) (19)
Total Paper Merchaniing 205.2 188.9 7,159 6,691 3.112 3,228
Paper Manufacturing V! 10.2 (3.3) 1,016 1,021 1,148 1.032
Corporate ) 2 (29.9) (33.2) 129 56
Operating earnings before
interest & income tax 185.5 152.4
Net interest (70.9} (65.1)
Income tax expense (34.4) (21.9)
QOutside equity interests (0.1} 0.0
Inter-segment sales (336) (340)
Unallocated assets (deferred tax assets) 53 74
Total 80.1 65.4 7.839 7.372 4,442 4,390

Notes
{1) Reported historic results adjusted to reflect the formation of PaperlinX Office.

{2) Corporate includes Group overheads. governance and compliance costs, financing costs, public company costs,

Group wide long-term incentive costs and applicable one-off items.
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Chairman’s report

In previous reports | have commented on the strategy
we are following to build on our strong and sustainable
merchant base and to mitigate where possible the
challenging market conditions. We have maintained
this strategy in a difficult economic environment where
we face the impacts of global oversupply in the paper
indusltry, rising input costs and a continuing weak

US dollar. We do not see any significant changes in
these economic facters in the immediate period ahead.
We will continue to focus on key areas within our
control to ensure that our underlying profitability
continues to improve.

The theme of this year's annual report is ‘What we can
do’ and provides insight into the actions and strategies
being implemented throughout the Group. Whilst

the market conditions we have faced in 2007 have
continued to impede progress towards our return
targets, the level of activity across the Group to deliver
the targeted returns from our strategic initiatives is
encouraging. We are focussed on growing profitable
volumes and improving sales margins, while at the
same time reducing costs and improving productivity
to ameliorate the impact of external cost increases.

The paper industry has demonstrated a cyclical patiern
over many decades. However, while other business
sectors have seen strong positive cyclical benefits

over recent years, our industry has yet to see this.
Accordingly. we continue to take the conservative and
pragmatic approach in assuming that we should not
rely on cyclical improvements in the immediate period
ahead. We are concentrating on business restructuring
and cost reduction and as a result are now in a strong
position to leverage off any improvements in the
external business environment should they emerge,

Our merchanting platform has demonstrated an ability
to improve returns in difficult external conditions
through capitalising on growth opportunities. managing
working capiial effectively and reducing costs. We have
many initiatives underway across Paper Merchanting
which involve building on our strong local positions,
improving operational efficiency and capitalising on
our key competitive advantages. Our peocple are well
motivated and we are seeing good growth in personal
competencies supported by training in many areas,
including sales skills, leadership and safety.

Our Paper Manufacturing activities continue to face
difficult market conditions. Nevertheless, in 2007 we
did see an increase in earnings, albeit [rom a low base
and with returns continuing al unacceptable levels.
Our Paper Manufacturing strategy is to increase
domestic sales through product. environmental and
logistic innovations while managing costs through
efficiency improvements. We are focussing attention
on areas where we have competitive advantage

and finding alternatives where we do not. Strong
management attention will continue te be given

to improving operating efficiencies. achieving cost
reductions and improving our sales mix.

The new bleach plant and pulp upgrade at Maryvale
Mill is well progressed with completion still on track for
a full year contribution in 2009. This is a substantial
project spread over many areas of the mill and is being
undertaken at a time of strong demand for construction
malterials and labour. Although the cost will now be
above the original budget, the project is anticipated

to deliver returns in line with expectations due to
continuing increases in imported pulp costs. When
completed, this project will provide an important
platform for our future plans and will provide lower
operating costs, improved product quality and improved
environmental outcomes. In conjunction with the

pulp mill project, we are upgrading the wood yard

at Maryvale Mill. This is another key project with
important long-term benefits. It also continues to be

on track to deliver a solid contribution and improved
returns in 2009 and beyond.

During the year $285 million of step-up preference
securities were successfully issued to Australian
investors. This issue was important as it strengthens
the underlying financial profile of the Group and
provides increased financial flexibility for us to take
advantage of future growth opportunities, particularly
in Paper Merchanting.

As advised last year, the Board has commenced a
programme of progressive retirement of directors to
allow an orderly transition of the Board and avoid a
situation where too many Directors retire at the one
time. As also indicated, we intend to have an overlap in
time between the appointmeni of new Directors and the
relirement of existing Directors. In this regard we were
pleased to welcome Mr Jim Hall to the Board during
the year. Jim is an experienced Director with a sound
financial background that will serve the Company and
its shareholders well over coming years.

On behalf of the Board [ congratulate Tom Park and
his management team on the substantial effort they
have made and the successes they have achieved over
the past year and thank all employees for their effort
and commitnent during another year of challenging
conditions. The Board also thanks shareholders and
other stakeholders for their support as we continue

to implement the strategic initiatives which are critical
to underpin our long-term growih and expansion.

Mo A

David Meiklejohn
Chairman
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Managing Director’s report

2007 was a year of good progress across the Group with
increasing internal momentum. Last year our Annual
Reporl discussed a range of internal strateglc initiatives
and this year we are pleased to be able to report that
our run rate for total benefits by 2009 from strategic
initiatives has improved and that our delivery in 2007
is ahead of our expectation last year. And this was

all in a market where the negative headwinds have
continued, making this progress all the more creditable.
and critical.

We know that we cannot stay still, that we must
continuously adapt as a company, and do so faster
and more aggressively than our competition. We must
provide our people with the tools they need to be
successful in these difficult markets and we must
continue Lo invest in the areas where we have strategic
advantage. Likewise. we must improve our productivity
to fund this investment and we must make the hard
decisions where necessary 1o remove ourselves from
uncompetitive situations.

On all these measures, 2007 was a successful year —
not an easy year, bul a year of goed progress.

Group Results

The PaperlinX net profit after {ax for the 2007
financial year was $80 million, up 22 per cent on last
year's $65 million. Group operating earnings before
interest and tax (EBIT) were $186 million. This is up
22 per cent on last year's $152 million. This operating
resull reflects the strong focus on internal efficiencies,
productivity improvements, cost management and real
benefits from strategic initiatives supported by one-off
gains from the sale of non-core assets, rather than
any real benefit from external market conditions.

The industry continues lo face structural imbalances
in global supply and demand. although we have seen
the start of rationalisation in Europe. We have also
seen a continuation of high input costs for our paper
manufacturing business and a weakening in the US
dellar impacting on paper selling prices in Australia
and other non-US markets.

The key change in external conditions over the past
year has been the continued fall in the US dollar,
This is an impoertant metric as the selling price of
much of the world's paper is based on a US dollar
price. A downward movement in the US dollar puts
downward pressure on paper selling prices when
measured in other currencies. This has been clearly
evident in Australia (where the Australian dollar was
up 14 per cent against the US dollar over the year)
and in New Zealand (up 27 per cent).

After removing the impact of one-off items from the
reported EBIT, underlying EBIT was $198 million,

up 26 per cent. While the overall result was an
improvement over the prior year due to our internal
activities, our Australian and New Zealand Paper
Merchanting businesses and our Australian Paper
Manufacturing business, particularly, faced significant
external pressures which were exacerbated by the
strength of the local currencies against the US dollar.

Earnings before interest, tax. depreciation and
amortisation (EBITDA) was $287 million, up 11 per cent.
Net operating cash inflow was $143 million. Working
capital improved by $65 million. with year end working
capital to sales of 15.5 per cent, lower than the prior
year of 16.6 per cent. Average working capital to

sales {currency and acquisition adjusted) for the year
fell to 17.9 per cent versus 18.9 per cent last year:

a good improvement.

If you have been a regular reader of our Annual Reports
you will be aware of the number of activities that are
underway across the PaperlinX Group. and again this
year we will update you on their progress. One of the
outcomes of this level of internal change is that there
can be one-off financial impacts on our results. In any
one year there can be both positive and negative one-off
items, aclivities that are not part of the day-to-day
operations of our company, but are reported in our
results. While this is absolutely appropriate, we also like
to ensure that we are transparent in explaining such
impacts. This year the net impact of one-off items was
$(12) million, and this number is the difference between
our reported EBIT of $186 million and our underlying
EBIT of 5198 million. These impacts include the costs
associated with investments such as our pulp mill
upgrade in Australia, the Delivery Company logistics
integration in the UK, or benefits from asset sales that
we pursue to help fund these investments. One of our
differentiators as a company is our ability to manage
and deliver on our initiatives and the ‘above target’

541 million of benefit from strategic initiatives embedded
in this year's resull (off our 2005 base) is a key element
in our ability to grow returns for our shareholders over
time, even in challenging international markets. | believe
our progress so far is a tribute to the idea transfer,
commitment and change management skills of our
people around the globe.

During March 2007. $285 millien of hybrid securities
in the form of Step-up Preference Securities (SPS) were
successfully issued to Australian investors. This issue
reduced debt, strengthened the Group’s balance sheet.
provided increased financial flexibility and enhances
PaperlinX's financial platform to take advantage of
future opportunities.

Business Performances

Reviewing our operating businesses individually:

We have two business streams, Paper Merchanting

is a global network of paper merchants providing local
customers with the products they need from a wide range
of suppliers. Paper Manufacturing is an Australian
business focused at the Australian office, printing

and packaging markets. We report these two streams
separately, and ihen regionally within Paper Merchanting.

Paper Merchanting achieved an EBIT of $205.2 million,
up 9 per cent on the prior year. Operating earnings in
North America were up 36 per cent in local currency
boosted by the inclusion of Spicers Canada, while
Europe was up 11 per cent in local currency. Australia,
New Zealand and Asia was down 46 per cent, where
the earnings remained under significant pressure

from lower priced paper imports and currency impacts.




Managing Director’s report

Merchanting businesses again improved return on
average funds employed for the 4th year in a row, with
clear potential for upside from any improvements in the
current market conditions. Total Paper Merchanting
return on average funds employed increased 10 11.9
per cent from 11.4 per cent in 2006, and remains well
above the cost of capital. Overall expenses rose 2.1

per cent {adjusting for acquisitions), while the year end
working capital o sales ratio reduced to 13.5 per cent
from 14.7 per cent. Average working capital for 2007 was
in line with the prior year after adjusting for acquisitions.

Paper Manufacturing in Australia saw the benefit

of internal initiatives, cost control and efficiency
programmes. Operating earnings of $10.2 million
included a net $(10.6) million charge due to
implementation of strategic initiatives. Underlying
operaling earnings of $20.8 million was a sound
improvement on the $10.2 million earned in 2006.
especially considering the higher input costs and
ongoing challenges in the markeiplace. Earnings
continue to be impacted by depressed paper selling
prices as a combined result of the strong Australian
dollar and oversupply in global paper markets, and by
$26 million of input cost increases, such as pulp. fuel
oil and chemicals that are not able to be passed on in
the current price environment.

Strategic Initiatives

In last year's Annual Report we first reported in

detail on the stralegic initiatives underway across

the PaperlinX Group. Over the past couple of years we
have invested capital and restructuring charges in these
initiatives to improve competitiveness and strengthen
our future platform. The 2008 fiscal year will see a
continuation of this programme. with increasing net
benefits emerging in 2009.

This year's result gives further evidence of the benefits
that PaperlinX has gained from its strategic initiatives
with a net contribution of $41 million to EBIT (over
our 2005 base}. At the current run rate we have the
potential to beat the announced incremental EBIT of
$100 million from strategic initiatives in 2009 by a
further $20 million. There is still much to be done to
secure these benefits, but momentum is favourable.
What we can do is to continue to deliver against this
type of activity.

And as you can see we have made good progress against
our own targets. The following highlights the current
status of each key initiative:

Completed

Cascades Resources (now Spicers Canada) acquisition
Economies of scale and opportunities for synergies

in Canadian merchanting platform.

PaperlinX Office consclidation

Combined different channels fo Australian office products
and stationery markets with improved service and
clearer product offering.

Upgrade of the number 1 paper machine at

Maryvale Mill

Enhanced product quality and competitive position.

Shoealhaven number 1 and 2 paper machines closure
Improved operating efficiency and product mix.

Exit of Portuguese, Swedish, Finnish and

French markets

Exiting sub-scale market positions.

Acquisition in Haly

Economies of scale and opportunities for synergies
by growing Italian merchanting platform.

Underway

Upgrade to Maryvale kraft pulp capacity and
bleach plant

Improved product quality, lower costs. reduced exposure
to imported pulp. improved environmental performance.
Costs abouve original expectations, on track for targeted
returns in _fiscal 2009.

Maryvale wood yard

Reduced costs. improved efficiencies

and improved consistency.

On track for siart-up to match pulp upgrade.

The Delivery Co in the UK

Logistics integration o optimise customer service,
maximise efficiency and minimise envirorunental impacts.
Seven sites operational as scheduled.

European IT systems

Improve working capital management. deliver additional
synergy beneflts and improve customer service.

Two implementations on track. one completed.
Netherlands integration

Improve alignment of channels lo enhance

customer service. deliver additional synergies

and improve efficiency.

Driem integrated into Proost en Brandt. envelopes

and pacikaging integrated.

Strategic sourcing alignments

Enhanced relationships with strategic suppliers.
Progressing as expected.

Global Customer Solutions

Unique position to meet global cuslomers’ needs.
Deuveloping opportunities.

Paper Merchanting - Layers of Value

As PaperlinX is the first truly global paper merchant.
some shareholders have asked how we create value
from this platform as evidenced by four years of
steady returns and growth.

When we buy a paper merchant, all the value we
acquire is within that local merchant and its local
customer relationships. One of our core tenets is
to respect that local relationship as a basis of our
merchant model. So how do we add value to that
local business and what can we do to add value
as a global merchant?

The first step in this journey happens before you
acquire. You must have discipline. Discipline to
understand the financials and pay the right price, and
discipline to only buy good businesses with good people.
We have done that well because of our adherence to
clear acquisition criteria.




As we build in-market scale both organically and
through bolt-on acquisitions, we develop a new group
of opportunities. We tend to attract and retain the best
people. We deal with the best customers, and we build
relationships with the best suppliers. We develop
opportunities for improved efficiencies that benefit our
customers and suppliers, as well as delivering more
efficient logistics along with back office synergies.

We can then grow off of our base Paper Merchanting
business into value-added activities such as Sign and
Display, Industrial Packaging and Graphics. This builds
on our existing platform, servicing many of the same
customers with their changing needs in these fast
growing segments.

Further global benefits come from best practice sharing
in the areas of policy (safety. debtor management,
working capital management, etc), operational
excellence, branding and training. As we share ideas
and build superior logistics capability we can enhance
and build our supplier and customer relationships to

a global level. This is an opporlunily uniquely available
to PaperlinX.

This is not just lalk. Many of our strategic initiatives
have been generated from this way of thinking and are
already delivering benefits. Add to this our 10 per cent
growth in proprietary branded volume in 2007,

our 24 per cent compound annual growth in Sign

and Display, Industrial Packaging and Graphics since
2004, and the vear on year growth in returns for Paper
Merchanting, and you can see why we are continuing
to grow this business and look to the future

with enthusiasm.

Our People

For PaperlinX to be successful we must have the right
people and we must be prepared to invest in them. This
is one of our core operating principles. Workplace safety
is always a key priorily for our people at PaperlinX.
This is highlighted in our Sustainability Report. Qur
key measures of performance in this area are losl time
injury frequency rate (LTIFR} and medically treated
injury frequency rate (MTIFR). Our LTIFR of 5.8, while
creditable on an industry wide basis, was down slighily
on last year and not where we had targeted to be. In
addition to our focus on safety, in 2007 we committed
to a Group wide ‘health and wellness programme’ for
all employees. Details are available in the Sustainability
Report, but essentially this ts about taking a more
holistic view towards health and encouraging our
employees to do the same.

2007 saw a continuation of our investment in

our people through a range of training programmes
specifically geared to our business. We have continued
our senior management programme looking at
leadership skills and economic profit and are planning
the next series of courses for our senior leaders. Qur
strategic selling programme has been run through
Australasia and North America and is currently being
rolled out in Europe. At a local level in Australia, the
LeaderlinX programme has helped build skills in our
operating companies.

As we move through 2608 we will be rolling out a set
of values across the PaperlinX Group that have been
developed over the past year following a comprehensive
consultation programme. These values are intended

to act as a commen thread though our organisation,
building on our important local values, but
encompassing an overall view of what it means

for our people to be part of the PaperlinX family.

Sustainability

In this Concise Annual Report we do not spend lime on
the subject of sustainability. This is because we have
committed an entire report (o this key area. We know
our business has impacts, be they economic benelfits
or the environmental impacts of our aclivities. Our goal
is lo be transparent in explaining our impacts and to
look to continually improve our performance in all
areas. Please look al our Sustainabilily Report {available
in hard copy or on our website, www.paperlinx.com]
where we detail our performance in the non-financial
areas, and the work we are doing to underwrite our
fulure performance.

Conclusion

2007 has further reinforced the progress we have made
on our journey to grow returns for our shareholders.
Our current returns are below our targets, bul we are
taking positive and aggressive actions at all levels of the
company on what we can do. 2008 will be an important
year with a number of key projects moving through
critical periods towards their conclusions. to achieve
the substantial targeted benefits in 2009 and beyond.

The impact of the weak US dollar on the PaperlinX
results is substantial despite the real progress made
on efficiencies, costs and expenses to mitigate the
impact. Major exposures are on pricing, input cost
recovery and exporl sales translation in our Paper
Manufacturing business in Australia. Pricing in Europe,
New Zealand and Canada is alse indirectly aflected.

All of these lactors will make 2008 a challenging year.

i would like to thank my fellow employees for the
commitment and energy they have shown throughout
the past year. It is exciting to see the growing
momentum across the Company, with the sharing of
ideas and best practice. We are uniquely positioned to
take advantage of the opportunities ahead of us and

! know thal we have the team and are building on
the skills and experience needed to be successful

in the future.

— 2

Thomas P Park
Managing Director and
Chiefl Executive Officer
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Tom Park
Managing Director and Chiefl
Executive Officer

Tom was appointed Managing
Director and Chief Executive Officer
of PaperlinX Limited in February
2004. He was previously Chief
Executive Officer of Goodman
Fielder Limited, Chief Executive
Officer of Southcorp Limited, and
Executive Vice-President of Kraft
Foods Limited. Tom has broad
business experience in Ausiralia,
Asia, North America and Europe.

David Lamont

i

éduard de Voogd

Ross O'Brien

David Lamont
Chief Financial Officer

David joined PaperlinX as Chiefl
Financial Officer in February 2006
and has worldwide responsibility for
finance. taxation, commercial, legal.
audit and business systems. David
was previously Chief Financial
Officer of BHP Billiton’s Carbon
Steel Materials business and has
held a number of senior finance
roles in the mining, chemical and
agricultural industries.

Chris Creighton
President, PaperlinX North America

Chris was appointed President,
PaperlinX North America in March
2001 and has responsibility for the
operations in the US and Canada.
Chris has an extensive background
in merchanting and has held
various senior positions in Australia
and North America.
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David Shirer

Eduard de Voogd
Chiefl Executive Officer.
PaperlinX Europe

Eduard was appointed Chiel
Executive Officer, PaperlinX
Europe in November 2003 and

has responsibility for the growth
and strategic direction of the
Merchanting businesses in Europe.
Eduard has held a number of
senior marketing and managernent
positions in PaperlinX's European
operating companies.
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Martin Fothergill

Group General Manager,
Merchanting Australia,
New Zealand and Asia

Martin was appointed Group
General Manager, Merchanting
Australasia in November 2005

with responsibility for Australia,
New Zealand, Asia and Paper
Trading. He was previously Regional
President, UK and Ireland and
joined the PapertinX Group in 2002
as Managing Direclor of Bunzl Fine
Paper in the UK. later renamed
The Paper Company. Martin has
over 30 years of experience in
Paper Merchanting,

‘ EP!\‘.I'ERS

Jim Henneberry
Executive General Manager,
Australian Paper

Jim joined PaperlinX in July 2006
and has responsibility for the
Group’s paper manufacturing in
Australia. Jim was previously with
International Paper/Carter Holt
Harvey in the US and New Zealand.
Prior to this he held various
operational, capital and strategic
roles during his 28 years in

the international pulp and

paper industry.

Ross O'Brien
Executive General Manager,
Human Resources

Ross joined PaperlinX in March 2003
and is responsible for developing the
Group’s worldwide human resources
and environment, safety and health
policy and strategy. Ross has held
various senior executive level roles
in human resources and operational
areas in Australia. the US and Europe.

13

David Shirer
Executive General Manager,
Corporate Affairs

David joined PaperlinX in 2000

and has responsibility for investor
relations, external communication,
including media relations and
internal communication. David

has broad experience in investor
relations and in the finance industry.
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To Julie, paper is the way |
she enhances her company’s M
presentations. ~

To us, it's our range of fine
papers sold throughout the
world offering customers a wide
product range backed up with
quality, reliability and availability.
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Europe

Adria Papir

Alpe Papir

Antalis SpA

Bratislvaska papierenska
Budapest Papir
BithrmannUbbens
Caledonia

CC&CO Group
ContactHorne Paper
Deutsche Papier

DM Paper

Dunav Papir

Epacar

Finwood Papers

Howard Smith Paper Group
Mercator Papier

Ospap

Paper Products Marketing
PaperNet Ausiria
PaperNet Denmark
Polyedra

Proost en Brandt

Robert Horne Group

The Paper Company
Udesen

Union Papelera

Australia, New Zealand

and Asia
Dalton
Dalton Web

Paper Products Marketing

Spicers Paper
Winpac Paper

North America

Coast Paper

Kelly Paper Company
Paper Products Marketing
Papier Coast

Roll-O-Vert

Spicers Canada

Spicers Paper Inc




Paper Merchanting
overview and results

Improved underlying operating earnings and
returns in Pap

of internal initiatives rathe

er Merchanﬁr% were the result
r than from any real

improvements in the external environment.

3,

|8

! Adjusted to reflect PaperlinX Office

Paper Merchanting reported
improved earnings before interest
and tax of A$205.2 million, up

9 per cent on the prior year on sales
revenue of AS7.2 hillion, up 7 per
cent on the prior year. Earnings
growth was strong in North America,
helped by the inclusion of Spicers
Canada for the full period, while
Europe saw a modest improvement
in earnings. Earnings in Australia
and New Zealand remained under
significant pressure from lower
priced paper imports and various
currency impacts.

Merchanting has continued to
produce sound returns in this
difficult environment, with clear
polential for upside from any
improvements in market conditions.
Total merchanting return on average
funds employed (ROAFE) increased
to 11.9 per cent from 11.4 per cent
in 2006, and remains well above

the cost of capital, meaning that this
business has continued to increase
value creation for shareholders. The
shift from indent to stock sales and
other cost pressures during the year
resulted in a modest increase in

overall costs of 2.1 per cent, after
adjusting for acquisitions. Our
continued focus on working capital
resulted in a further improvement
in our average working capital to
sales ratio, a key measure of how
efficiently we are using capital. down
from 14.7 per ceni {o 13.5 per cent.

2007 was a year of good progress
on a range of strategic initiatives
underway across our Paper
Merchanting platform. These
initiatives have fallen into three

key areas, in line with our core
operating principles. Growing

and strengthening our existing
businesses; reducing our exposure
to areas where we lack any
competitive advantages: and thirdly.
growing in complementary business
areas that allow us to build new
business streams off our existing
infrastructure to meet our
customers’ changing needs.

The growth of the PaperlinX Paper
Merchanting platform has been a
core plank of the Group's successful
strategy to balance its exposure to
paper manufacturing. PaperlinX is
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(AS milllon) and tax (AS million) {000 tonnes)
$7159 $205.2
$8.000 ! 5200 -
$6,000 — S50 —
$4.000 ——— — $100 ——— —
$2.000 - $50 -
50— — 30 —
03 04 05 06 O7 03 04 05 08 07

03 04 05 06 07

now the leading global fine paper
merchant with businesses in 27
countries. PaperlinX has continued
to invesi. in this platform and in
the people that make it happen.
Investments in integrated IT
platforms are underway in Europe
and North America. A strategic
selling programme, developed
specifically for PaperlinX and our
industry, is providing new tools

to our sales force. It is currently
being rolled out globally, with over
500 participants having already
completed courses.

Locking to the future, PaperlinX
sees good opportunities to continue
to successfully grow its paper
merchanting platform. Investing in
its strategic advantages will provide
the base for sustainable long-term
returns for shareholders and provide
the greatest opportunities for its
employees. customers and suppliers.




Europe

1 Denmark

2 Ireland

3 United Kingdom
4 Netherlands

5 Belgium

6 Germany

7 Poland

8 Czech Republic
9 Austria

10 Slovakia

1t Hungary

12 Croatia

13 Slovenia

14 Italy
15 Spain

16 Serbia

Resulls [rom Europe
include South Africa.

Paper
Merchanti
Europe g

Financial Highlights
Sales revenue (€ million)

Earnings before interest
and tax (€ million)

Sales volume (‘000 tonnes)

PaperlinX Europe is a leading
European fine paper merchant with
a network of 25 paper merchants
across 16 countries.

Overall volumes were lower than in
the prior year due to the weaker UK
market and some volume lost during
our Netherlands integration. The
volume impact was largely in indent
volume, with an improvement in the
volume of product seld from stock
rather than lower value direct sales.
The UK market is a key market for
PaperlinX representing around 50
per cent of the Group’s European
volumes. The average price
realisation for PaperlinX across
Europe was up 4 per cent, driven
by good gains in uncoated fine
paper prices and mix improvements.
The key coated woodfree grades
showed some improvement,
although the price performance
through the year was mixed.

There were some encouraging

signs as the financial year
concluded with capacity closures
and price rise announcements.

2006 2007
2,732 2,828
74.5 82.8

2,458 2,443

Overall market conditions were
generally challenging with over-
capacity amongst European coated
woodfree paper manufacturing
combining with the weak US dollar
against European currencies to keep
pressure on paper selling prices and
making it difficult to pass pricing
along to printers.

PaperlinX Europe again saw good
growth in its proprietary brands
which had annual growlh of 10 per
cent, supporting margin growth.
Proprietary brands represent over
20 per cent of total paper sales. Also
helping margins are the growing
sales of non-paper products. Sign
and Display turnover was up

9 per cent on the prior year. While
making up a modest portion of total
revenue, Sign and Display is an
important growth opportunity.

PaperlinX Europe has continued
to actively progress a number

of strategic initiatives that will
contribute significantly to the
Group's future earnings. The
three key ongoing initiatives are:

19

Our pan-European brands
cambine our services with
carefully selected products

for specific customer demands.

the UK logistics group, The Delivery
Company, wiih seven sites now
operational; the integration of two
of our three Dutch paper merchants
with the consolidation of packaging
wholesale activities now complete;
and the roll-out of a common 1T
platform across Europe.




1 Edmonton
2 Calgary
3 Saskatoon
4 Vancouver
S Regina
& Winnipeg
7 Sudbury
8 Toronto
9 Kitchener
10 Belleville
11 Ottawa 29
12 Montreal
13 Quebec City
14 Dartmouth
15 St John's
16 Seattle
17 Portland
18 Minneapolis
19 Sacramento
20 Denver
21 Kansas City
22 5t Lonis
23 San Francisco
24 Las Vegas
25 Los Angeles
26 San Diego
27 Phoenix
28 Tucson
29 Hawaii

Paper
Merchanting
North America

Financial Highlights 2006 2007
Sales revenue {US$ million) 841 1,078
Earnings before interest

and tax (USS million) 29.6 40.2
Sales volume (‘000 tonnes) 508 623

PaperlinX North America is

a leading US West Coast and
Canadian fine paper and graphic
arts merchant distribution network,
with six operating companies.

Overall volume growth of 23 per cent
was strong, boosted by the inclusion
of Spicers Canada, with each
operating comparny facing differing
market conditions. Proprietary
brand growth of 18 per cent has
lifted the total volume sold through
our own paper brands to over

25 per cent of total volume. This was
in a market where overall demand
was mixed at best, with conditions
in 2007 generally softer than those
seen in 2006. Pricing was generally
positive in the US given continued
capacity reductiens in North
America and the weak US dollar,
however, Canadian pricing remained
under pressure from currency.
Average price realisation was up
4.6 per cent across North America,
assisted by improved product mix.

The 36 per cent growth in operating
earnings reflects the earnings
leverage to improvements in the
operational environment along

with the inclusion of Spicers
Canada. The acquisition of

Spicers Canada has been highly
accretive to earnings with a very
successful integration into our
North American business platform.
The upcoming Toronto warehouse
consolidation will create another
layer of opportunities for enhancing
returns which have already
exceeded year 3 acquisition

targets (+15 per cent ROAFE).

PaperlinX North America had

a good result in its management
of working capital through 2007,
with working capital 6 per cent
lower than in the prior year and

a good fall in the working capital
to sales ratio. Success in this area
helped PaperlinX North America
to grow returns further.

20
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We offer a wicle variety of paper
options and graphic system
solutions to printers and graphic
customers across the continent.

PaperlinX North America is
continuing to adapt to meet the
changing competitive landscape,
with a range of strategic and
management initialives aimed to
further build on their competitive
advantages and provide customers
in various product segments with
enhanced service offerings.




Australasia
1 Darwin
2 Townsville
3 Brisbane
4 Sydney
5 Canberrn
6 Melboumne
7 Hobart
8 Adelaide
9 Perth
10 Auckland
11 Wellington
12 Christchurch
13 Dunedin
14 Singapore
15 Malaysia
16 Vietnam
17 Hong Kong
18 China
19 Taiwan

Paper
Merchanting Australia, tf
New Zealand and Asia

Financial Highlights 2006 2007

Sales revenue (AS million) 1.049 1,033

Earnings before interest

and tax (AS million) 25.5 13.8

Sales volume (‘000 tonnes) 741 725
PaperlinX Merchanting Australia, Overall price realisations were down
New Zealand and Asia are the 1 per cent with significant regional
leading merchanting groups and product mix variations. Pricing
in Australia and New Zealand in Australia and New Zealand
and operate in a number of remained under pressure from
Aslan countries. a weak US dollar.
This division faced challenging Reported operating earnings
market conditions throughout of $13.8 million were impacted by
2007 with no growth in Australia a number of one-off items, totalling
and a significant decline in the $(9.4) million versus last year,
overall market in New Zealand, explaining much of the year on
but with growth in the underlying year variance. This included a

markets in Asia. In this environment, $(7.7) million negative impact on
overall velumes declined 2 per cent, the New Zealand EBIT resulting from

including volumes lost as pricing the continued strong appreciation of  Our P?‘i:’_’c‘l;fiyﬁ?ctls s ?c” the web
was held in specific cases. Paper the New Zealand dollar against the flflré";}e}-me sggrglﬁn‘lr)_gi ﬁgg:%aper
Trading volumes were lower due to US dollar {up 27 per cent), and anet  selection to final delivery.
reduced volumes available for export  $(1.7) million impact on Australian

sale from paper manufacturing as EBIT related to restructuring

a result of production line closures. activities. Paper Trading produced

a strong resull.
Customer consolidation has been g resu

a key feature of both the Ausiralian  Against this environment PaperlinX

and New Zealand markets, which, Merchanting Australia, New Zealand
combined with continued over and Asia has made good progress
capacity in the print industry, has in reducing costs and managing
made these markets increasingly working capital. Working capital
challenging. reduced by 9 per cent following

good performances on a number
of warehouse consolidations
in Australia.
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To Sally, paper is a chance
to show her creativity to her

Mum and Dad.

To us, it's knowing that the
: paper we make is helping people
Lo - to get their message across in
o ' "1 businesses, schools and homes
" ik around the world.
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What we can
‘do is build on
our competitive
advantages




Paper Manufacturing

overview and results

Underlying operating earnings have seen the benefit
of internal initiatives, cost control and efficiency

pro, es begi

Ing to mitigate an external

environment that remained extremely difficult.

! Adjusted to reflect PaperlinX Office.

Paper Manufacturing made good
progress through 2007 to generate
operating earnings of $10.2 million
compared to a loss in 2006 of
$(3.3) million. Underlying operating
earnings (excluding one-off costs)
of $20.8 million was a sound
improvement on the $10.2 million
earned in the prior year. These
results are particularly credible
because they were generated in an
external environment that continued
to deteriorate with higher input
costs and highly competitive
markei conditions.

Plant operating efficiencies and mix
improvements helped to mitigate
the continued impact of rising costs
from imported pulp, chemicals and
energy. Strategic initiatives have
also begun to deliver significant
benefits. These initiatives have
included the upgrade of the number
1 paper machine at the Maryvale
Mill to produce semi-extensible
sack kraft paper for paper bags and
sacks, the closure of the number

1 and 2 paper machines at the
Shoalhaven Mill and the creation
of PaperlinX Office to create a
seamless offering to customers

in the office and stationery
segments. More recently, the
establishment of PaperlinX
Printing and Publishing Papers and
Australian Paper Packaging will
streamline the channels to market
in those segments.

Over the past three years the

global paper over-capacity situation
combined with a weakening US
dollar, the currency in which global
paper prices are set, has kept
significant downward pressure on
the Australian paper market, This
market is predominantly supplied
by imported paper, so these imports
effectively set the market selling
price. PaperlinX's strategy has been
to move the business progressively
into areas where there is the
greatest competitive advantage.
PaperlinX has a good position in
the Australian office papers market,
with key brands like Reflex™ that
can uniquely satisfy customers’
needs. This comes through our mix
of high quality papers made from
fibre sourced from sustainably
managed forests with strict and
auditable harvesting or from
recycled paper from the Australian
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waste stream, reducing local
landfill and consequent greenhouse
gas emissions.

PaperlinX has progressively moved
out of commodity grades and is
investing in improving product and
operational performance. A key
investment is the upgrade of the
pulp capacity and installation of a
new elemental chlorine free (ECF)
bleach plant at the Maryvale Mill.
This project will reduce dependence
on impoerted pulp by increasing
capacity by 80,000 tonnes, reduce
manufacturing costs. and improve
operational efficiency, product
guality and environmental
performance. The first major shut
for the upgrade was completed on
time, Two more major shuts are
scheduled during 2008. The cost
of the project is expected to be

up to 25 per cent above the
original estimate of $203 million,
and completion due for a full

year contribution in 2009, and
returns expected to be in line

with expectations.




Paper Manufacturing

Financial Highlights
Sales revenue (AS million)
Earnings before interest
and tax (AS million}

Sales volume {000 tonnes)

Overall sales volumes were 3 per
cent lower than lasi year, with
packaging papers volume in line
and communication papers volumes
down 5 per cent. This reduction
results from the reduction of
manufacturing capacity due to

the closure of two paper machines
at the Shoalhaven mill, and the
realignment of products between
remaining machines. Australian
domestic copy paper volume
increased 2-3 per cent despite a
highly competitive market as we
were better able to match customer
needs with a wide range of papers
for office and home uses. Domestic
volumes for communication papers
reflected the reduced overall volurnes,
but the mix between commodity
and branded product improved.

Improvements in paper machine
operating efficiencies helped mitigate
rising input costs. The changes at
the Shoalhaven mill have resulted

in improved returns at that mill.

Overall sales revenue was down
1 per cent, with the combined

impact of lower volumes and the
higher Australian dollar against

2006 2007
1,021 1,016
(3.3) 10.2
846 818

improved product mix and the
increase in international prices
for uncoated woodfree paper
and sack kraft paper.

Operating earnings of $10.2 million
included a net $(10.6) million

of one-off costs associated with
strategic initiatives. Underlying
operating earnings of $20.8 million
were double the prior year, despite
increasing input costs, with the
increased costs of pulp alone
impacting EBIT by $(22) million

for the year.

Trading expenses for the business
reduced 6 per cent and working
capital reduced by 2 per cent.
This is a particularly good
performarnce given the build up of
pulp inventories at various stages
through the year to meet needs
during periods of production
disruption relating to the pulp
mill project. Overall return on
funds employed remained low

at 1.1 per cent.

Looking forward, the successful
completion of the pulp mill upgrade
along with an improvement in the
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Ausiralia

1 Shoalhaven Mill, New South Wales
2 Head Office, Melbourne, Victoria
3 Maryvale Mill, Victoria

4 Burnie Mill, Tasmania

5 Wesley Vale Mill, Tasmania

We are the leading producer of
office, printing and packaging
papers in Australia.

external environment. is key to
helping return Paper Manufacturing
to an acceplable level of returns.
There are a range of initiatives
underway across the business

to reduce structural costs as
pressures on the business remain
severe, despite the good progress
made to date.
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I]Efficiency improvenr“le'nts

* Working capital to |
sales ratio down from
16.4% in 2004 to \13 5%

* Debtor days down from

67.5 days in 2004}

| 60.9 days

* Inventory days down
‘ from 71.2 days in ¢2004
to 62.2 days

N
\I/alue added growth |

¢ +10% compound | |

! annual growth (CAGR)
in branded paper | |

since 2005 to 26% |

| of total volume

¢ Sign and Display,

| Graphic and Industrial
| - Packaging 27% CAGR

' since 2004

f|{eturns

¢ ROAFE increased
from 10.5% in 2004
to 11.9%

' 29% CAGR in earnmgs
per share contribution
since 2000 |
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Key strategic advantages
¢ Pulp
* Brands
* Local supply
» Established
long-term customer
relationships

Plant operating
efficiencies

Water and Energy
efficiency gains

Pulp mill upgrade
on track

Creation of
PaperlinX Office

Greenhouse Challenge
Plus agreement with the
Australian Government
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David Meiklejohn

David E Meiklejohn
BCom. Dip Ed, FCPA, FAIM, FAICD
(Chairman) Age 65

Appointed a Director and Chairman
in December 1999, An experienced
company director with a solid
financial background and over

40 years’ experience in paper
manufacturing and distribution
businesses, Currently a director of
ANZ Banking Group Limited (from
October 2004), Coca-Cola Amatil
Limited {from February 2005) and
Mirrabooka Investments Limited
(from March 20086). Previous roles
include: Chiefl Financial Officer

of Amcor Limited and a director

of Amcor Limited (1985-2000);
Chairman of SPC Ardmona Limited
{2002-2005); Deputy Chairman of
GasNet Australia Limited (2001-
2004); and a director of OneSteel
Limited (2001-2005) and WMC
Resources Limited (2002-2005).
President of Melbourne Cricket
Club (since Feb 2007}. He is the
Chairman of the Nomination &
Governance Committee and a
member of the Audit Commitiee,
the Remuneration & HR Committee
and the Safety & Environment
Committee.

Tom Park

Themas P Park
BSEE, MBA
(Managing Director} Age 60

Appointed Managing Director and
Chief Executive Officer of PaperlinX
Limited in February 2004. Broad
business experience in Australia.
Asia, North America and Europe.
Previous roles include Managing
Director and Chief Executive Officer
of Goodman Fielder Limited, Chief
Executive Officer of Southcorp
Limited, Executive Vice President
of Kraft Foods Limited and a director
of the National Australia Bank and
the Business Council of Australia.

Andrew F Guy
LLB, MBA, FAICD
(Non-executive Director) Age 59

Appointed a Director in March 2001.
Experienced commercial lawyer

and former director of Spicers Paper
Limited. Currently a director of
Djerriwarth Investments Limited
(from December 1989), Aviva
Australia Holdings Limited (from
June 2003) and Anglicare Victoria
(from August 1997). A former
managing partner in the law firm
Arthur Robinson and Hedderwicks,
and director of Australian Institute
of Company Directors (September
2001-2007). He is the Chairman

of the Safety & Environment
Committee and a member of

the Remuneration & HR Committee.
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Andrew Guy

Jim Hall

James (Jim)} W Hall
BCom (Acc). FCPA. MAICD
{(Non-executive Director) Age 56

Appointed a Director in May 2007.
An experienced company director
with a strong background in finance
and commercial matters. He

has over 32 years’ experience in
financial management, including
senior management roles at

BHP Billiton and Orica. Currently
a director of Alesco Corporation
Limited {since July 2005). the
ConnectEast Group (since June
2005}, Symbion Health Limited
(since June 2005), Centro Properties
Group (since September 2005) and
a member of JP Morgan Advisory
Council [Australia) since May 2005.
A former executive director finance
of Orica Limited (Feb 2002-April
2005). He is a member of the

Audit Commitiee and the Safety

& Environment Conunittee.




Barry Jackson

Barry J Jackson
BCom {Hons), MAICD
{Non-executive Direclor) Age 62

Appointed a Director in February
2000. Over 30 years' experience
in manufacturing and industrial
marketing in Australian and
international markets. Currently
a director of Alesco Corporation
Ltd (from November 2001), Equity
Trustees Limited (from September
2002) and St Vincent's Institute
of Medical Research in Melbourne
(from February 2002). A former
Managing Director of Pacifica Group
Limited {1995~-2001) and director
of CSR Limited (April 2003-March
2007). He is the Chairman of the
Remuneration & HR Committee
and a member of the Audit
Commitiee and the Nomination

& Governance Committee,

Nora L Scheinkestel
LLB (Hons) PhD, FAICD
{Non-executive Direclor) Age 47

Appointed a Director in February
2000. An experienced company
director with a background in
international project and structured
financing. An Associate Professor

at the Melbourne Business School.
Currently a director of AMP Limited
(from September 2003}, AMP Capital
Group (from February 2004) and
Orica Ltd [from August 20086).
Previous directorships include North
Limited, IOOF Funds Managemenl,

Nora Scheinkestel

David Walsh

Medical Benefils Fund of Australia
Limited and chairman and director

of various energy and water utilities,

as well as director of Mayne Group
Ltd (July 2005-November 2005).
Mayne Pharma Lid (November
2005-February 2007) and Newcrest
Mining Limited (from August 2000
August 2007). She is the Chairman
of the Audit Committee and a
member of the Nomination &
Governance Committee and the
Safety & Environment Committee.

David A Walsh
LLB. MAICD
(Non-execulive Director} Age 67

Appeinted a Director in July 2000,
Experienced company director

with a wide background in corporate

and commercial law, including

in relation to the paper industry.
Currently Chairman of Templeton
Glabal Growth Fund Lid (from
August 1998} and a director

of Macquarie Infrastructure
Investment Management Limited
(which is the responsible entity of
Macquarie Infrastructure Group)
{(from March 2004} and Dyno Nobel
Ltd {from February 2006), Previous
roles include a director of Asia
Pacific Specialty Chemicals Limited
(1994-2002) and a former partner
in the law firm, Mallesons Stephen

Jaques. He is a member of the Audit

Committee and the Nomination
& Governance Committee.
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Lindsay Yelland

Lindsay J Yelland
BSc, FAICD, MACS
{Non-execultive Director) Age 61

Appointed a Director in February
2000. Extensive experience in the

IT industry. Currently Chairman

of Argus Solutions Limited (from
March 2003) and Ideas International
Limited (from November 2000).
Previous roles include Chairman

of Legion Interactive Pty Limited
{2002-2005); a Group Managing
Director of Telstra Corporaticon;

Vice President Asia-Pacific of Data
General Corp: and Vice President

of Apollo Computer Corporation.

He is a member of the Remuneration
& HR Committee and the Safety

& Environment Committee.




UIreCiors

The Directors’ Report contains three sections:
1. Statutory Matters

2. Remuneration Report

3. Corporate Governance

Directors

The names of the Directors of PaperlinX Limited in office
at any time during or since the end of the financial year
are:

D E Meiklejohn B J Jackson

T P Park N L Scheinkestel
AF Guy D A Walsh

J W Hall ¥ L J Yelland

{1} Appointed on 16 May 2007.

Details of the qualifications, experience and
special responsibilities of Directors are set out
on pages 32 to 33 of this Concise Annual Report.

Principal Activities

The principal activities of the consolidated entity
were the distribution and sale of printing, publishing
and packaging papers and the manufacture of
communication papers and packaging papers.

There were no significant changes in the nature

of the principal activities of the consolidated entity
during the year under review.

Review and Results of Operations

A review of the operations of the PaperlinX Group
during the financial year and the results of those
operations are contained in pages 18 to 26 of this
Concise Annual Report.

State of Affairs

Significant changes in the state of affairs of the
consolidated entity that occurred during the financial
year ended 30 June 2007 were as follows:

March 2007 Issuance of 2.85 million PaperlinX
Step-up Preference Securities.
May 2007 Purchase of Antalis S.p.A. in Italy

and sale of Axelium SAS in France.

Commentary on the overall state of affairs of the
economic entity is set out on pages 18 to 26 of this
Concise Annual Report.

Environmental Regulation

The consolidated entity is subject to significant
environmental regulation, in particular with respect

to its manufacturing activities. Environmental
performance obligations are monitored by management
and the Board and subjected, periodically, to internal
audits as well as independent external and government
agency audits and site inspections. Furiher details are
available in the 2007 Sustainability Report.

Matters Subsequent to the End of the Financial Year

Since 30 June 2007 and to the date of this Report,

no matter or circumstance has arisen (other than

those occurring as a result of the normal vicissitudes

of business) that has significantly affecied or may

significantly affect:

(a) the consolidated entity’s operations in future
financial years; or

[b) the results of those operations in future financial
years: or

(c) the consolidated entity’s state of affairs in future
financial years.

Future Developments/Outlook

Certain likely developments in the operations of the
consolidated entity known at the date of this Report
have heen covered in the Chairman'’s Repori on pages
6 to 7 and generally within this Concise Annual Report.
In the opinion of the Directors any further disclosure
of information would be likely to result in unreasonable
prejudice to the consolidated entity.

Interests of Directors in Contracts or Proposed
Contracts with the Company

At the 2006 Annual General Meeting, shareholders
approved a restructuring of Non-executive Director
remuneration. Consequent on this, those Non-executive
Directors in office at that time entered inte Amending
Deeds with the Company pursuant to which their
accumulated retirement benefits were ‘frozen’ as at
31 December 2006, on the basis set out in the 2006
Notice of Annual General Meeting. An earnings rate
equal to the 5 year Ausiralian Government Bond

rate will apply to frozen entitlements until retirement.
No obligation arose on the Company to make any
payment pursuant to the Amending Deeds. Other
than those ‘frozen’ accrued entitlements, retirement
benefits are no longer paid to Directors.

Otherwise, Directors have declared their interests in
contracts or proposed contracts that may result from
their directorships of other corporations, as listed in
their personal profiles set out on pages 32 to 33 of
this Concise Annual Report.

Dividends
Dividends paid or declared by the Company since the end of the previous financial year were:

Cents Total amount Date of Tax rate for Franked
Type per share $m payment franking credits %
In respect of the 2005/06 financial year:
Final — fully paid shares 4.5 20.1 13 Oct 06 30% Nil
In respect of the 2006/07 financial year:
Interim - fully paid shares 5.0 22,4 5 Apr 07 30% Nil
Final - fully paid shares 6.0 26.9 26 Sept 07 30% Nil
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Directors’ Meetings

The number of Directors’ meetings (including meetings of committees of Directors) and number of meetings
attended by each of the Direclors of the Company during the financial year are:

Nomination & Safety &
Board of Audit Governance Remuneration & Environment
Directors Comimittee Committee HR Committee Committee
Directors A B A B A B A B A B
D E Meiklejohn 9 9 6 5] 4 4 6 6 4 4
T P Park 9 9
A F Guy 9 9 6 6 4 4
J W Hall D 2 2
B J Jackson 9 9 6 B 4 4 B8 6
N L Scheinkestel 9 9 6 [+] 4 4 4 4
D A Walsh 9 9 6 6 4 4
L J Yelland 9 9 6 6 4 4

(1) Appointed as a Director on 16 May 2007.

A — Number of meetings held during the time the Director held affice during the year.

B - Number of meetings attended.

Directors’ Interests

The relevant interest of each Director in the share capital of thé Company as at 30 June 2007 is as follows:

Performance Performance Performance
Fully paid options issued options approved rights issued
ordinary shares as at 30/6/07 @ at 2004 AGM 9 as at 30/6/07 3

D E Meiklejohn 97.612

T P Park 100,000 200,000 300,000 755,570
AF Guy 80,048
B J Jackson 40,980
N L Scheinkestel 38,932
D A Walsh 30.8928
L J Yelland 35,460
J W Halt 7.000

(1) Appointed on 16 May 2007.

{2) These represent contingent interests in the maximum number of options over shares to which executive Directors may become
entitled under the Company's performance options plan. No entitlement has been earned based on performance for the period
ended 30 June 2007 and the above entitlement excludes 100,000 performance options that have lapsed.

{3) These represent contingent interests in the maximum number of shares to which executive Directors may become entitled
under the Company’s performance rights plan. No entitlement has been earned based on performance for the period ended
30 June 2007 and the above entitlement excludes 90,215 performance rights that have lapsed.

Indemnities and Insurance

The Company has agreements with each of the Directors
of the Company in office at the date of this Report, and
certain present and former Officers of the Company.,
indemnifying those Officers against liabilities to any
person other than the Company or a related body
corporate that may arise from their acting as Officers

of the Company notwithstanding that they may

have ceased to hold office, except where the liability
arises out of conduct involving a lack of good faith

or unlawful activity.

The Directors have not included details of the nature

of the liabilities covered or the amount of the premium
paid in respect of the Directors’ and Officers’ liability and
legal expenses insurance contraets, as such disclosure
is prohibited under the terms of the contracts.

Non-audit Services

In addition to the statutory audit work during the year,

the Company’s auditors, KPMG, have provicded certain

non-audit services, including;

* taxation services totalling $205,800;

+ other assurance services totalling $85.500; and

e other services totalling $197,000, which includes
accounting and due diligence services in respect
of March 2007 issuance of PaperlinX Step-up
Preference Securities.

The Company has strict criteria relating to the
engagement of the auditor for non-audit services.
Directors have reviewed the nature of non-audit
services being provided, as well as their cost, and
believe the provision of these services does not impair
the integrity and objectivity of the auditors and is
compatible with the general standard of independence
for auditors imposed by the Corporations Act. In

the current year, the Company has also engaged the
services of other accounting firms to perform a variety
of non-audit assignments,

Rounding

The Company is the kind referred to in the ASIC Class
Qrder 98/100 dated 10 July 1998 and. in accordance
with that Class Order, amounts in this Concise Annual
Report and Directors’ Report have been rounded off to
the nearest one hundred thousand dollars or, where
the amount is $50.000 or less, zero, unless specifically
stated to be otherwise.




Directors’ report

Remuneration Report 2007

1. Introduction

This Remuneration Report has been prepared for
shareholders by Directors to explain the processes
and policies underlying the determination of Board
and executive remuneration, The Report forms part
of the Directors’ Statutory Report for the year ended
30 June 2007.

The roles of the Nomination & Governance Committee
and the Remmuneration & Human Resources Committee
in relation to Board and executive remuneration are
explained in the Directors’ Corporate Governance
Report on pages 44 to 48.

2. Executive Remuneration

2.1 Remuneration Policy and Principles

The policy of the Company is to design its remuneration
practices so that they are sufficiently competitive to
attract and retain the quality of staff that it seeks and
also to encourage long-term commitment and superior
performance from its employees. Rewards are linked to
the achievement ol business strategies and goals, and
to increasing shareholder value.

The key principles upon which this remuneration policy

is based include:

» All elements of remuneration will be set at
appropriate levels in relation to market practice
for comparable roles.

« Payment of incentive-based rewards will be dependent
upon achieving demanding performance hurdles
consistent with sharehelder interests.

¢ Reward outcomes will be determined having regard
to the performance of both the Company and
individual executives.

2.2 Remuneration Structure

Remuneration for PaperlinX's executives consists of

two main elements:

1. Total Fixed Remuneration (TFR) - includes all fixed
costs such as base salary, car, health insurance and
mandatory superannualtion.

2. Variable Pay — comprises the short-term incentive
(STI) (i.e. the annual cash incentive plan), the
strategic initiatives share plan (annual strategic
targets with reward deferred into shares) and the
long-term incentive (LTI {i.e. rights and options-
based incentive plans).

The mix between fixed and variable pay for disclosed
executives for the past year is shown in Table 1.

{Ennuglised)

Fixed Variable (performance-based)
remuneration . Temuneration
STI, performance rights
TFR and performance options
T P Park 44% 56%
C B Creighton 53% 47%
E de Voogd 55% 45%
M J Fothergill 54% 46%
J A Henneberry  53% 47%
D M Lamont 52% 48%
R F O'Brien 53% 47%

2.3 Remuneration Strategic Positioning

The Board aims to position executive Total Fixed
Remuneration (TFR) at the median of the relevant
market, but to provide higher levels of ‘al risk’

(or variable) remuneration through the short-term
incentive (ST1) plan, the strategic initiatives share plan
and the long-term incentive (LTI) plans, so that total
remuneration will only be above average if the Company
performs well. Further information on the variable
remuneration plans is provided below.

The TFR for direct reports to the Managing Director

is reviewed annually by the Remuneration &

Human Resources Commitlee on the basis of
recommendations {rom the Managing Director and
remuneration information provided by an independent
consultant for similar roles in relevant local and
international businesses.

The TFR for the Managing Director is reviewed annually
by the Nomination & Governance Committee based on
advice from an independent consultant.

3. Performance-reward Link

3.1 Short-term Incentive

The short-term incentive plan for executives provides
for annual target cash bonuses up to 40 per cent of TFR
if financial and individual performance targets are met,
and a maximum payment of up to 70 per cent of TFR
on the achievement of exceptional performance.

The short-term incentive plan for the Managing Director
provides for an annual target cash bonus of up to

50 per cent of TFR if financial and individual
performance criteria determined by the Board are

met, and a maximum payment of up to 100 per cent

of TFR on the achievement of exceptional performance.

Group or divisional financial targets for disclosed
execulives represent up to 57 per cent of the maximurm
payment. For 2006/07. the financial measures selected
by the Board as the best indicators of PaperlinX's
annual financial performance were earnings before
interest and tax (EBIT) and/or net profit after tax
(NPAT) and economic profit (EP). EP is defined as

the net financial return from operating activities,

less the costs associated with financing those activities,
and is measured using the formula: EP = EBIT -
(average funds employed x cost of funds).

Individual targets represent the remaining portion of
the potential payment, and can be a combination of
financial targets, people management, health and safety
performarce, environmental targets, implementation

of business and strategic plans, and effective leadership
and management.

For 2006/07, the maximum STI opportunity, the
amount paid and the amount forgene for each of the
disclosed executives is shown in Table 2.
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Actual

Maximum Actual Actual 8TI percentage

potential percentage as percentage STI payment

STI opportunity STI paid of maximum forgone

Executive (% of TFR) (% of TFR) potential (% of TFR)
T P Park 100% 80% 80% 20%
C B Creighton 70% 52% 74% 18%
E de Voogd 70% 56% 80% 14%
M dJ Fothergill 70% 32% 46% 38%
J A Henneberry ' 100% 53% 53% 47%
D M Lamont 70% 58% 83% 12%
R F O'Brien 70% 55% 79% 15%

(1) Additional 30% streich incentive for period 1/7/06 to 30/6/07.

3.2 Strategic Initiatives Share Plan

In a recent review of PaperlinX incentive plans,

our independent remuneration adviser reported that
PaperlinX's current incentives were a relatively smaller
proportion of the total executive remuneration package
than for other ASX major corperates. Further, they
believed there was a need for PaperlinX to increase the
incentive quantum for its executives to be in line with
current Ausiralian and international market practice
for pay mix. Associated with this review, there was
noled an emerging trend towards the introduction of
short-term incentive plans involving vesting of shares.

Acting on that advice, the Board introduced an annual
Strategic Initiatives Share Plan for the senior executives
worldwide with effect from 1 July 2007. Targets are
based on the achievement of a predetermined level

of strategic initiatives over the year with rewards
delivered in the form of deferred shares in PaperlinX
Limited. The Plan has been designed to provide greater
alignment with business strategy, the competitive
market. the agreed PaperlinX pay stralegy and current
Company circumstances. The Managing Director does
not participate in this Plan.

The Strategic Initiatives Share Plan operates as a
separate plan to the current long-term and short-term
incentive plans and will provide a number of benefits
for the Company and its shareholders, namely:
s It will provide strong alignment of executives
with strategic goals.
» It will act as a retention mechanism during the
deferral period.
= It will improve the opporiunity for executives to
increase their shareholdings in PaperlinX.

Performance conditions and other terms of the Plan

are as follows:

+ The Board sets annual stralegic targets at the
commencement of the Plan year.

* Reward will be 10% of TFR at target and 20%
at maximum, for senior executives.

+ No reward will apply for below target performance
and maximum reward will apply at 110%
performance achievement.

* Reward will be in the form of performance
share rights.

* Measurement period is one year.

* There are two conditions to be satisfied before rewards
will be delivered - satisfactory achievement of the
annual strategic targets, and a further two-year
service condition.
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¢ After the measurement dale, and following
satisfaction of the strategic performance targets,
the number of qualifying performance rights will be
calculated and executives will be eligible to receive
cash distributions equivalent to dividends (if any)
in relation to those qualifying performance rights.

» Executives will not be able to deal in the performance
rights during the two-year deferral period.

* Qualifying performance rights will be forfeited
if the executive's employment terminates during
that time, unless due to takeover, redundancy or
genuine retirement.

» Alter the two-year deferral period, performance
rights will vest and be automatically exercised and
shares will be transferred into the executive's name.

» The plan will be reassessed by the Board on an
annual basis.

3.3 Long-term Incentives

The long-term incentive plan for the top 31 senior
execulives in PaperlinX worldwide comprises
performance rights plus performance options to provide
enhanced incentives for them to improve shareholder
value over the long term. The plans are subject to
performance hurdles and will only deliver rewards to
executives il shareholders have also gained significantly.
Performance rights comprise the majority of the
entitlements and are supplemented by a relatively
modest number of performance options.

Performance rights are granted to executives and senior
managers and vesting is subject to the achievement of
specified performance criteria as set out below. Each
vested performance right entitles the executive or
manager to one fully paid ordinary share of PaperlinX
Limited, subject to exercise restrictions.

Performance options provide executives with the
opportunity to purchase PaperlinX shares at a
predetermined exercise price. The exercise price will
be the volume weighted average price for PaperlinX
ordinary shares on the Australian Securities Exchange
(ASX) over the 30-day perioed prior to 30 June al the
commencement of the relevant performance period.
Upon the achievement of the specified performance
criteria set out below, each vested performance option
can be converted into one fully paid ordinary share of
PaperlinX Limited, subject to exercise restrictions.




Directors’ report

The performance criteria for performance rights and
performance options are the same as those approved by
sharehoiders at the Company's Annual General Meeting
in QOctober 2004 for the Managing Director, except that
plans commencing on or after 1 July 2007 will have
multiple testing periods as explained below.

No amount is payable by executives on the grant of
the performance rights or performance options.

Performance rights and performance options will lapse
on termination of employment or to the extent that
the performance criteria are not met at the end of the
relevant performance period.

Under the plan rules the Board has discretion either
to cancel or to allow some or all of the performance
rights or performance options to vest in certain
defined circumstances,

The shares relating to the performance rights and
performance options are either new issued shares

or shares purchased on-market and held in trust for
distribution to participants if the performance criteria
are satisfied.

Performance Measures and Hurdles

The LTI performance hurdles used by PaperlinX are
relative total shareholder return (TSR), and earnings per
share (EPS) growth. Each hurdle applies to 50 per cent
of the grant to each executive.

Relative Total Shareholder Return

The Board considers relative TSR to be a suitable LTI
performance measure because executives will only be
able to exercise performance rights and performance
opticns subject to this test if shareholders have received
returns on their investment in PaperlinX that compare
favourably with those that could have been obtained
in other Standard & Poor’s [S&P)/ASX 200 companies.
Under this criterion. the ‘total shareholder return’ of
PaperlinX is measured relative to the total shareholder
return of all stocks which have been included in

the S&P/ASX 200 for the whole of the measurement
period (Comparators).

Both PaperlinX's TSR and the Comparators’ TSRs will
be based on ASX share price movements plus dividends
paid on the shares (on a pre-tax basis) notionally
reinvested Lo purchase additional shares at the market
price prevailing on the date the shares begin trading
‘ex’ the relevant dividend.

If PaperlinX does not perform in the top 50 per cent of
the Comparator group, executives do not receive any
benefit (i.e. performance rights or performance options)
in respect of this criterion. PaperlinX needs to perform
in the top 20 per cent for executives to obtain the
maximum benefit. Pro rata arrangements apply for a
ranking between these two points.

Earnings Per Share Growth

Earnings per share growth has been selected as an LTI
performance measure because it is a fundamental
indicator of the Company’s financial performance. For
executives to obtain the maximum benefit under this
criterion, earnings per share growth over three years
must equal or exceed the aggregate growth in the
Consumer Price Index (CPI) over the three years plus

5 per cent. No benefit accrues if the earnings per share
growth over the period is 50 per cent or less of the
aggregate growth in CPI plus 5 per cent. Pro raia
arrangements apply for performances between

the 50 per cent and 100 per cent results.

Change to Performance Measurement Period

The Board has recently approved a change to the long-
term incentive plans for the PaperlinX senior executive
group worldwide. The change. introduced from 1 July

2007. involves introducing multiple testing periods for
measuring performance of TSR against the hurdle.

The Company's independent remuneration adviser
confirmed that in its view, multiple testing of
performance conditions was an appropriate design
feature for long-term incentive plans which incorporate
a rigorous performance measure such as TSR. Multiple
testing was also considered to be highly appropriate for
companies such as PaperlinX which operate in cyclical
industries and have high volatility of earnings and share
price performance.

The single day test point at the end of the three-year
measurement period in the original plan design made
the long-term incentive plan somewhat problematic
and reduced the perceived value, and accordingly.
the teverage impact for executives. Because both
‘performance’ effects and ‘cyclical’ effects do not
have fixed timeframes within which they operate,

any particular plan end-date is an arbitrary choice

at which to measure performance.

Accordingly, the Board considered that TSR
performance (but not EPS performance) should be
tested over an extended period, but that the maximum
grant quantum should be scaled down accordingly in
successive testing periods as follows:

[Testing periods Percentage of grant I
3 years 100% (50% TSR, 50% EPS}
3.5 years 50% (100% of residual unvested TSR

performance rights/options; 0% EPS)
4 years & 4.5 years 25% (50% of residual unvested TSR
performance rights/options; 0% EPS)

The new testing principle does not apply to existing grants.
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3.4 Senior Management Long-term Incentive Plans

Details of grants of performance rights and performance options that can be earned by the disclosed executives
under the LTI plans, subject to the achievement of the TSR and EPS performance criteria mentioned above,

are set out in Table 3.

Performance rights Performance options

For period For period For period For period For period For period
Name 1/7/04-30/6/07 () 1/7/05-30/6/08  1/7/06-30/6/09 1/7/04-30/6/07 @ 1/7/05-30/6/08 )  1/7/06-30/6/09 ¥
T P Park 90,215 390,430 365,140 100,000 100,000 100,000

600,000 15

C B Creighton 51,280 82 880 91,710 34.190 55,250 61,140
E de Voogd 55,270 93,260 93,300 36,850 62,180 62,200
M J Fothergill 49.210 81,660 80,290 32,810 54,440 53,520
J A Henneberry 73,110 48,740
D M Lamont 110,140 73,430
R F O’'Brien 41,280 74,610 69,290 27,520 49,740 46,200

{1} No entitlernent has been earned based on performance for this period and the entitlements have lapsed.

{2} Performance aptions issued at an exercise price of $4.85; allocation date 30/ 11/04. No entitlement has been earned based on
performance for this period and the entitlements have lapsed. The value of lapsed options is: T P Park — $46,000; C B Creighton
- 815,727; E de Voogd - $16,951; M J Fothergill - $15,093; R F O'Brien - $12,659.

(3} Performance options issued at an exercise price of $2.77; allocation date 26/8/05; exercisable, subject to satisfaction
of performance conditions, after measurement period ending 30/6/08; expiry date 26/8/15.

{4) Performance options issued at an exercise price of $3.11; allocation date 28/8/06; exercisable, subject to satisfaction
af performance conditions, after measurement period ending 30/6/03; expiry date 28/8/ 16.

{(5) Performance shares granted for the period 1/2/04 to 30/ 1/07 to coincide with Mr Park's commencement date of 1/2/04.
No entitlement has been earned based on performance for this period and the entitlement has lapsed.

Figures in blue indicate performance shares, righis and options that have lapsed as at 30 Jure 2007.

3.5 Senior Management Option Plan

In addition to the above, the Company has issued options to certain executives over a specified number of shares
at fixed exercise prices as set out in Table 4.

HNNN A

Exercise Date of When Expiry

Number price § grant exercisable date

Executives
C B Creighton 50,000 $3.50 19/4/01 19/4/04 1 19/4/11
8,300 $4.12 13/9/01 13/8/04 ) 13/9/11
8,000 $5.13 20/9/02 20/9/05 0 20/9/12
E de Voogd 150,000 84.64 25/11/03 25/11/706W 25/11/13
M J Fothergill 50,000 55.13 20/9/02 20/9/05M 20/9/12
J A Henneberry 150,000 33.11 4/9/06 4/9/09 4/9/16
D M Lamont 150,000 $2.77 28/2/06 28/2/09 28/2/16
R F O'Brien 150,000 $4.76 18/6/03 18/6/061) 18/6/13

{1} Vested and exercisable as at 30 June 2007.
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The exercise price of the oplions was calculated based 3.6 Prohibition on Hedging of Executive Rights

on an average price of PaperlinX shares in the relevant or Options

period prior to the options being granted. Each option PaperlinX's policy is that any executive who hedges or
entitles the holder to purchase one fully paid ordinary attempts to hedge their performance rights or options.
share in the Company at the exercise price. Options or their initial grant of optiens (whether rights and
cannot be exercised for three years from the date of options are vested or unvested), will forfeit those
being granted, except on termination of employment. rights or options.

doilﬁélcze?iig%pghgélit;;&g: ;9 z}ci:rclgn]:a;t;mpate n any This policy is included in the plan rules and in
pany. communication materials when making a new

In the year ended 30 June 2007, some oplions became grant to executives.

exercisable by the executives referred to above; however,

no options were exercised by them during or since the

end of the financial year up to the date of this Report.

Shares are not transferred into the executive’s name
until vested rights or options are exercised and
therefore, until that time. the executive has no
Options outstanding at 30 June 2007 have been ownership of PaperlinX securities (o be disposed of.
independently valued, as at the grant date, in the range
of $0.47 to $1.06. The total value of options cutstanding
al the date of this Report in relation to the executives
specified above, based on those valuations, was
$516.021. These values have been determined using

an appropriate valuation model {either Monte Carlo

simulation model or Black-Scholes formula. as 4, Relationship Between Executive Remuneration

appropriate) incorporating assumptions in relation to and PaperlinX Performance [not subject to audit
the following: the life of the option; the vesting period; P ( . )

the volatility in the share price [range of 20 per cent to
28 per cent); the dividend yield {range of 3 per cent to

7.25 per cent); and the risk-free interest rate (range of
4.4 per cent to 5.95 per cent).

Any attempt by an executive to dispose of their rights
or options has no legal basis and the iransaction would
not be recognised by PaperlinX. In such a case, the
execulive would forfeit their rights or options, and
those entitlements would automatically lapse.

Table 5 shows the relationship between PaperlinX's
earnings per share growth performance and relative
total shareholder return ranking and the value of
performance shares/rights and performance options
that have vested or become exercisable in relation to
these performance measures as a percentage of fixed
remuneration in each of the past five years.

[EEEReIationship BEperimgperiorman celanaJL I estingy |

Value of equities vested or exercisable as a

EPS growth TSR ranking percentage of fixed remuneration in relation to
Year (% of target) (percentile) EPS performance TSR performance
2006/07 <50% <50th 0% 0%
2005/06 <50% <50th 0% 0%
2004 /05 <50% <50th 0% 0%
2003/04 <50% 50th 0% 15.1%
2002/03 <50% 50th 0% 1.2%

The variation in rewards, from year to year, results from the earlier plans having different performance and design
conditions depending on the level of the participating executive. Effective 1 July 2004, all plans are the same in
design and have the same performance conditions as the plan approved for the Managing Director by shareholders
at the 2004 Annual General Meeting.
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5. Service Agreement Provisions

PaperlinX has entered into service agreements with

all of its executives, none of which are for fixed terms.
Details of the periods of notice required to terminate the
contract and the termination payments provided under
each contract are outlined in Table 6. Actual payments
will depend on local legal requirements. These variations
reflect the differences in the practices of businesses
acquired around the globe and conditions that were in
place prior to acquisitions. Payment in lieu of notice is
calculated using the executive’s TFR or notional base

salary. In addition to the specified termination
payments, on termination all executives are entitled
to receive Lheir statutory entitlements of accrued
leave, together with any superannuation or pension
plan benefits.

The Company may terminate the employment of any
of the disclosed executives summarily without notice
or payment in lieu if the execulive is found guilty

of serious misconduct, becomes of unsound mind,
becomes insolvent or is declared bankrupt.

T | ] N
greement provisions

Company notice/ Executive
Executive payment period notice
T P Park 12 months 3 months
D M Lamont 12 months 3 months
R F O’Brien 12 months 3 months
J A Henneberry 6 months {12 months on redundancy) 3 months
C B Creighton 12 months up to 25 years’ service 3 months

15 months if 25 up to 30 years’ service

18 months if 30 up to 35 years’ service

24 months if 35+ years' service
E de Voogd 6 months 3 months
M J Fothergill 18 months 6 months

6. Non-executive Director Remuneration
6.1 Policy on Non-executive Director Remuneration

The Directors’ aggregate fees are within the maximum
sums previously approved by sharcholders.

The remuneration of individual Non-executive
Directors is approved by the Board as a whole on the
recommendation of the Nomination & Governance
Committee, and having regard to the principles that
the remuneration should:

* Be competitive with other listed Austiralian
comnpanies 1o attract and retain suitably qualified
and experienced Non-execulive Directors.

* Reflect the complexity of the PaperlinX Group
arising from its international operations.

¢ Provide additional remuneration for the
responsibilities of specific Non-executive
Directors in chairing the Board and its committees.

Non-executive Directors do not receive any
performance-based remuneration.

It is a policy of the Board that each Non-executive
Director inereases their shareholding in the Company
progressively so that their holding is at least equal in
value to one year’s fees. Details of shareholdings are
included in the Directors’ Report on page 35.

6.2 Non-executive Director Fees

The current base fee per annum for Non-executive
Directors is $110,000 for a Director and $300,000 for
the Chairman of the Board. In addition. the Chairman
of the Audit Committee receives an extra fee of $15,000
per annum, and the Chairman of the Remuneration

& Human Resources Committee and Chairman of the
Salety & Environment Committee each receive an extra
fee of $10,000 per annum. These amounts exciude the
Superannuation Guarantee Contribution. Commitiee
fees are not otherwise paid.

6.3 Non-executive Director Retirement Allowance

At the 2006 Annual General Meeting, shareholders
approved a restructuring ol Non-executive Director
remuneration. Consequent on this, those Non-
executive Directors in office at that time entered into
Amending Deeds with the Company pursuant to which
their accumulated retirement benefits were ‘frozen’ as
at 31 December 2006, on the basis set out in the 2006
Notice of Annual General Meeting. An earnings rate
equal to the 5 year Australian Government Bend rate
will apply to frozen entitlements until retirement. No
obligation arose on the Company to make any payment
pursuant to the Amending Deeds. Other than those
‘frozen’ accrued entitlements, retirement benefits are
no longer paid to Directors.

The accumulated accrued amount of retiring
allowances at 30 June 2007 for eligible Non-executive
Directors has been fully expensed to profit over the
past six years.
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7. Directors’ and Senior Executives’' Remuneration - 2006/07

Details of the nature and amount of each element of the remuneration of each Director and senior executive
of the Company who receive the highest remuneration and other key management personnel are set out in
Tables 7 and 8. All Directors and senior executives are employed by PaperlinX Group companies. No one is
employed by PaperlinX Limited,

‘Table 7. Directors’ remineration | | | R T
T " Post-Employiment Long-term  Termination
| Stortterm benefits beneiits | benefits benefis 1ot
=
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Directors
D E Meiklejohn
Chairman
2007 282,500 26,415 65,337 374,262
2006 265,000 24,840 82,896 372,736
T P Park
Managing Director and Chief Executive Officer
2007 1.673,531 1,360,000 7,807 412,127 3,453,565
2006 1,596,528 892,238 33,659 177,844 2,700,169
AF Guy
Non-executive Director
2007 100,884 7.616 9,765 24,9292 143,187
2006 87,300 9,700 8,730 53,947 159,677
J W Hall @&
Non-executive Director
2007 13,950 1,255 15,205
B J Jackson
Non-executive Director
2007 10,000 110,980 24,560 145,550
2006 71,400 30,600 9,180 32,929 144,109
N L Scheinkestel
Non-executive Director
2007 113,500 \ 7.5004 10,215 24 537 155,752
2006 102,000 9,180 34,225 145,405
D A Walsh
Non-executive Director
2007 101,000 7.500 @ 9,090 22,020 139.610
2006 92,000 8,280 33,415 133,695
L J Yelland
Non-executive Director
2007 85,400 15,600 9,090 22,503 132,593
2006 64,400 27,600 8,280 32,125 132,405
Total
2007 2,380,765 1,360,000 7,907 23,216 15,000 176,820 183,879 412,127 0 4,559,714
2008 2,278,628 892,238 33,559 67,900 0 68,490 269,537 177.844 D 3,788,196

{1} Retirement scheme terminated and accumudated retirement entittements at 31/12/06 frozen and held in individual accounts for
Directors until retirement. Includes accruals to 31/12/06 plus adjustments in accordance with the 5 Year Australian Government
Bond rate for the period 1/1/07 to 30/6/07.

{2) The value of shares included as remuneration in the table represents the proportion of the value of the maxinmum potential number
of shares per annum to which the Executive Director may become entitled under the Company's long-term incentive plans as set
out above, which is ealculated based on an estimate of the probability of the performance criteria being achieved. The value of
options is calculated using an appropriate valuation model and allocated evenly over the vesting period.

{3] Commenced as a Non-executive Director of PaperlinX Limited on 16.5.07.

{4) Payment for extra work undertaken with respect to the issue of the Hybrid security.

Accumulated retiring allowances excluding superannuation as at 30 June 2007: D E Meiklgjohn - 8840,996, A F Guy - §277,972,
B J Jackson - 319,898, N L Scheinkestel - $319,188, D A Walsh - 8277,089, L J Yelland - $287,886.
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Company Executives {excluding Directors)
C B Creighton
President — North America
2007 563,042 373.011 36,708 118,583 111,417 1,202,761
2006 500,318 355,586 48,854 123,021 48,840 1,076,619
E de Voogd
Chief Executive Officer — PaperlinX Europe
2007 576,370 470,345 50,193 202,036 126,707 1,425,651
2006 551,736 168,346 57,661 192,694 79,059 1,049,496
M J Fothergill
Executive General Manager — Merchanting Australasia
2007 512,272 214,129 57,973 145,582 9 100,625 1,030,581
2006 485,840 170,188 70,191 111,345 49.306 886.870
J A Henneberry ©
Executive General Manager — Australian Paper
2007 454,754 300,105 18,312 33,340 45,475 111.266 963,252
D M Lamont ¥
Chief Financial Officer
2007 704,113 486,230 7,780 33.000 77,452 141,085 1,449,660
2006 275,255 200,000 9 28,887 6,667 510,809
R F O’Brien
Executive General Manager - Human Resources
2007 445,160 301.254 36,260 48,968 88.124 919,766
2006 426,591 141.429 72,079 46,925 67.547 754,571
Former Company Executive
D M Goldthorp @
2007 105,000 172,500 277,500
2006 568,667 172,500 26,292 188,438 64,917 1,020,814
Total
2007 3,255,711 2,145,074 207,226 66,340 743,096 679,224 172,500 7,269,171
2006 2,808,407 1,208,049 275,077 Y 691,310 316,336 0 5,299,179

(1} The value of shares included as remuneration in the table represents the proportion of the value of the maximum potential ruumber
of shares per annum to which each executive may become entitled under the Company's long-term incentive plans as set out
above, which is calculated based on an estimate of the performance criterin being achieved. The value of options is calculated
using an appropriate valuation model and atlocated evenly over the vesting period.

{2} In addition, a once off payment of £38, 104 was made to compensate for the loss of pension tax relief upon his relocation to Australia.
{3] Commenced employment with PaperlinX Group on 10 July 2006.
{4) Commenced employment with PaperlinX Group on 13 February 2006.

{5) Agreed incentive payment at hire date.
{6) Ceased employment 1.7.06.
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Corporate Governance

PaperlinX supports and is committed to the principles
of best practice in corporate governance, applied

in a manner thal is appropriate to the Company's
particular circumstances.

The Board has established a framework of processes
and guidelines for the governance of the Company
that includes policies and monitoring precedures,
internal control systems, a business risk management
programme and standards for ensuring lawful

and ethical conduct.

The Board regularly reviews the content and application
of the governance ramework, the composition and
performance of the Board and the membership and
operation of the comimittees of the Board with a view to
achieving the highest standards of Board performance
and corporale governance.

PaperlinX constders that its corporate governance
practices substantially comply with the ASX Corporate
Governance Council's best practice recommendations
in all material respects.

PaperlinX's Guidelines for Board Operation and
Management are posted on the Company’s website
along with other information aboul the Company’s
corporale governance practices.

Role of the Board and Management

Management and control of the business and affairs
of the Company is vested in the Board under the
Company's Conslitution. In particular, the Board

has the overall responsibility for the conduct and
governance of the Company. including its strategic
direction. the review of the strategic plans established
by the management team and the monitoring of
performance targets.

The Board does not itself manage the business of
the Company. Within the scope of the governance
framework established by the Beard. management
is delegated to the Managing Director and it is his
responsibility to manage the business. subject to
the oversight and supervision of the Board.

Responsibilities of the Board

The Board, amongst other things:

+ reviews and approves management’s plans for
conducling and developing the Company's business;

* approves any material changes to plans that have
previously been approved by the Board:

* places limits on the extent to which management
can commit resources or dispose of assets or raise
funds without specific approval;

s reviews monthly reports from the Chief Financial

Officer covering financial performance against

budget and reasons if there are any material

variations and trends:

regularly reviews reports from the Managing Director

and other executives covering all material aspects

of the Company’s business and operations, including

key areas of risk and Imporiance; and

monitors the performance of senior members

of management.

Matters that are reserved (o the Board and are not
within the authority delegated to the Managing Director
include:
(a} Appointment and remuneration of the Managing
Director and general approval of policies relating
to any sub-delegation by him.

(b) All matters relating to the issue of securilies of
the Company.

(c) Adeption of annual business plans and budgets
and approval of longer-term strategic plans for
the Company and all business units.

(dl Acquisition and disposal of major capital items.

(e} Major external berrowings and commitments as
agreed with the Chief Financial Officer.

() Major guarantees of third parties and subsidiaries.

(2) Approval of Directors’ Reports and financial
stalements for release to shareholders and the ASX.

(h) Approval of the Annual Report and any other
significant report or release to the ASX or
sharehelders. Any press releases that relate
to price sensitive information require approval
by the Chairman who will liaise with the Board
as necessary.

(i} Declaration of dividends.

(i) Approval of appointment of the Company Secretary
and the most senior executives who report directly
lo the Managing Director and approval of the terms
of appointment and remuneration of those
executives.

(k) Approval, oversight and review of:

* audit functions and their performance, including
the appoiniment of internal and external auditors;

= control and corporate governance functions and
their performance: and

» human resources and remuneration policies and
performance.

{Il Approval, oversight and review of the Company's
risk management framework, including:

* environmental protection policies and
performance; and

* workplace and public safety policies and
performance.

(m) Approving any major denations proposed by the
Managing Director.

Operation of the Board

The Company has a majority of independent
Non-executive Directors. The Chairman is an
independent Non-executive Director.

Currently there are eight Direclors - seven
Non-executive Directors and one executive Direclor.
All of the Non-executive Directors are independent

(in accordance with the definition in the ASX Good
Corporate Governance Recommendations) and have no
business or other relationships that could compromise
their independence. If a potential conflict. of interest
should arise, the Director concerned is required to
inform the Chairman and Board accordingly and, if
appropriate, leave the Board meeting while the matter
is considered. Directors keep the Board advised of any
interests thal could potentially conflict with those of
the Company. The Board assesses the independence
of Directors on an annual basis and as changes in
Directors' interests occur.

Other than the Managing Director, all Direclors are
subject to re-election by rotation every three years

and Non-executive Directors are only expected to serve
on the Company's Board for terms of up to 11 years.
Directors’ appointment and election/re-election dates
are as follows:




Date appointed Last AGM at

Director to Board which elected

D E Meiklejohn 07/12/1999 2004
T P Park 01/02/2004 2004
AF Guy 02/03/2001 2006
B J Jackson 16/02 /2000 2005
N L Scheinkestel 16/02/2000 2006
D A Walsh 27/07 /2000 2005
L J Yelland 16/02 /2000 2005
J W Hall 16/05/2007 n/a

For the purposes of proper performance of their duties,
after consultation with the Chairman, all Directors have
the right to seek independent professional advice at the
Company's expense.

The Board conducts annual reviews of the internal
guidelines relating to corporate governance, Board
membership and operation and committee structures.
This process ensures the highest standards of
governance and effectiveness are maintained.

The Board includes a mix of Directors with a range
of skiils, experience and expertise to promote
Board effectiveness.

At the date of this Report, there are no vacant pesitions
on the Board. Were a vacancy to exist or if it were
considered that the Board would benefit from the
services of a new Director, the Nomination & Governance
Committee would (with external advice if appropriate)
seek to identify the qualities and competencies required
to enable the Board to fulfil its responsibilities and
recommend candidates with the appropriate expertise
and experience.

The performance of the Board, its committees and
individual Directors and key executives is evaluated
anmually. A review of the performance of individual
Non-executive Directors, including the Chairman,
is conducted annually. Non-executive Directors
meet regularly without management present.

Non-executive Directors are paid fixed fees that are not
dependent upon the Company's performance. Details
of Directors’ and executives’ remuneration, including
share, rights, and option plans and policies relating
thereto, are covered in detail in the Remuneration
Report section of the Directors’ Report.

The Company has entered into a formal Deeds of
Appointment with each Director. These Deeds set out
key terms relating to Director’s rights to access Board
papers and independent advice as well as indemnity
and insurance arrangements.

The skills, qualifications and experience of the Directors
of the Company in office at the date of this statement
are set out in this Concise Annual Report on

pages 32 to 33.

Company Secretary

All Directors have access to the Company Secretary.
The Company Secretary, who is also the Company’s
General Counsel, assists the Board with advice on
compliance, corporate governance and related matters.

The Company’s current Company Secretary is;

James Orr, LLB, BComm
James joined the Company in March 2006 and is
responsible for all legal and Company secretarial
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matters. Former roles include company secretarial and
legal posilions with Sigma Co Ltd, Newcrest Mining Ltd,
Westar Pty Ltd, Kinetik Energy Pty Ltd. AUSI Pty Ltd
and Japan Australia LNG (MIMI) Pty Lid.

In addition. the Company has an alternate secretary,
Peter Essex (whose details follow), who is able to act in
that capacity when the Company Secretary is absent.

Peter Essex, BCom, FCPA

Peter was appointed a Company Secretary of PaperlinX
Limited in 1999. He joined the Amcor Group in 1980
and has held various management positions in Amcor
and PaperlinX.

Board Committees

To assist in the execution of its responsibilities,

the Board has established the following committees:
+ Audit

¢ Nomination & Governance

* Remuneration & Human Resources

¢ Safety & Environment

All Committees have written Charters, which are set out
in full on the Company's website {www.paperlinx.com).
The commillees operate principally in a review or
advisory capacity, except where powers are expressly
conferred on or delegated to a committee by the Board.
Each committee reports to the full Board following a
Committee Meeting.

Details of the number of committee meetings and
the attendance record of members in the year ended
30 June 2007 are set out in the Directors’ Report
on page 35.

Audit Committee

The current members of the Audit Committee are all
independent Non-executive Directors:

+ N L Scheinkestel, Chairman

e J W Hall

« B JJackson

* D E Meiklejohn

e [} A Walsh

The Audit Committee comprises members of diverse
backgrounds who are financially literate.

The Managing Director, Chief Financial Officer, relevant
senior staff and the internal and external auditors are
invited to Audit Commitiee meetings at the discretion
of the Committee.

The Audit Committee’s primary responsibilities are to
make recommendations to. and assist, the Board in
relation to:

financial reporting, including adequacy of disclosures
and application of accounting policies:

the external audit;

maintenance of an effective framework of business
risk management, including compliance, internal
controls and the internal audit; and

the insurance programme,

The Audit Committee is responsible for the procedures
for appointing the external auditor and rotating external
audit engagement partners.

The Audit Committee annually reviews the
independence of the external auditor and obtains
confirmation from the auditor that, in their professional
judgment, they are independent.
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As a matter of general policy, the auditor is not
engaged for non-statutory audit services. In special
circumstances the auditor may, however, provide
non-audit services that do not deregate from the
auditor's independence. Various authaority levels
for non-audit work undertaken by the Company’s
auditors have been established by the PaperlinX
Board depending upon the estimated cost of the
non-audit work.

The Audit Committee monitors the integrity and
implementation of the Company's internal compliance
and control systems. These include a comprehensive
quarterly compliance reporting system, an operational
risk management programme and an internal

audit function.

The auditor attends the Company's AGM and is
available to answer questions about the conduct
of the audit and the preparation and content of the
Auditor's Report.

Nomination & Governance Committee

The current members of the Nomination & Governance
Committee are all independent Nen-executive Directors:
s D E Meiklejohn, Chairman

+ B J Jackson

* N L Scheinkestel

* D A Walsh

The Nomination & Governance Committee’s primary
respensibilities are to make recommendations to, and
assist, the Board in connection with the appointment
and performance of Directors, corporate governarnce,
the appointment and remuneration arrangements

of the Managing Director and related matters.

Remuneration & Human Resources Committee

The current members of the Remuneration & Human
Resources Commitiee are:

e B J Jackson, Chairman

« AF Guy

* D E Meiklejohn

+ L J Yelland

The Remuneration & Human Rescurces Committee’s
primary responsibilities are to make recommendations
to, and assist. the Board in relation to human
resources and remuneration policies and practices

for the Company.

Remuneration levels are set competitively to attract
suitably qualified and experienced senior executives.
The Remuneration & Human Resources Committee
also considers independent advice on appropriate
remuneration packages and policies.

The Company has remuneration policies that link
remuneration paid to key executives and corporate
performance. These policies are summarised in the
Remuneration Report section of the Directors’ Report

on page 36.

The Committee's role also includes responsibility for
share option plans, incentive performance packages and
succession planning, including reviewing recruitment.
retention and termination policies.

Safety & Environment Committee

The current members of the Safety & Environment
Committee are:

+ A F Guy, Chairman

J W Hall

D E Meiklejohn

N L Scheinkestel

L J Yelland

The Safety & Environment Committee’s primary
responsibilities are to make recommendations to,
and assist, the Board in relation to safety (including
occupalional health and wellbeing) and environment
matters generally.

Safety and environmental audits are conducted by
safety and environment managers within the PaperlinX
Group as part of the PaperlinX Operations Management
System, which supports the various external safety and
environment certifications.

Key issues arising from safety and environmental audits
are presented to the Safety & Environment Committee
on a quarterly basis and the Committee visits Group
operations on a regular basis.

-
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Risk Oversight and Management

PaperlinX has a comprehensive risk oversight and
management regime that involves a detailed analysis
of the material risks to the business of the Company
worldwide and operates at various levels underpinned
by specific systems and procedures. As part of this
programme, material risks are identifled and assessed.
as are procedures and other actions for managing and
mitigating them.

The responsibility for monitoring specific areas of
compliance has been delegated to committees of the
Board and these responsibilities are set out in the
individual charters for each committee. The Audit
Commitiee has responsibility for and oversees the
implementation of the organisation risk assessment
programme, which is formally reviewed twice yearly.

The risk oversight and management policies and
procedures are reviewed periodically and are updated
where necessary. In addition, every business has
operalional manuals, procedures and training that
are designed to ensure safe operations at all levels

in compliance with the law.

Monitoring of implementation and compliance
with risk oversight and management pelicies is
conducted through:

regular internal management reporting;
reporting at Board and committee meetings by
relevant managers;

site visits by the Board and senior management;
internal and external audits: and

training.

The effectiveness of the risk oversight and management
regime is the subject of annual certifications by the
Managing Director and Chief Financial Officer. The
Company commissions audits by experts in relation

to environmental liabilities. safety processes and
procedures, and other specific risk areas as required.
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Group Internal Audit

The Group internal audit function provides further
assurance in relation to the Company's internal
controls, risk management and integrity of
financial reporting.

Group internal audit has unrestricted access to
review all aspects of the Company's worldwide
operations. Group internal audit uses the organisation
risk assessment programme in planning the annual
internal audit plan.

Group internal audit also reviews and prepares
post-completion reports in relation to major investments
undertaken by the Company.

Oversight of the Group internal audit function is
performed by the Audit Committee, which receives
regular reports from Group internal audit on its
work and reviews in detail reports that have been
rated as deficient.

Ethical and Responsible Decision-making

The Board recognises the need for the highest standards
of ethical conduct by all Directors and employees.

The Board has adopted a code of ethics that sets

out the fundamental ethical values to guide, and be
observed by, Directors in their participation as members
of the Board and its committees.

The Company has a set of core operating principles and
has also established ethical values and professicnal
standards of behaviour for all Officers and employees
in the conduct of the Company's affairs. These are

set out in employee handbooks and Company policies,
which are distributed to all business units to ensure
employees are familiar with their contents. The

core operating principles are also posted on the
Company website.

The Company has numerous policies designed to -
prevent fraud and illegal practices and to encourage and
protect persons who report suspected fraud or illegal
activities. The Employee Guide to Business Conduct,
including the *Speak Up’ reporting service {for reporting
improper conduct)]. is posted on the Company website
and has been communicated to employees throughout
the Group.

Trading in Company Securities by Directors,
Officers and Employees

It is a policy of the Board that each Non-executive
Director increase their shareholding in the Company
progressively so that their holding is at least equivalent
in value to one year's fees. Under the Company’s
Constitution, each Director must hold a minimum of
1,000 shares in PaperlinX Limited. Directors' relevant
interests in PaperlinX shares at the date of this Report
are shown on page 35.

The Board has established policies to be observed by
Directors and senior managers in relation to buying,
selling and dealing in the Company’s shares.

The overriding principle is that Directors and senior
managers cannot deal in the Company’'s shares at any
time when they are aware of price sensitive information
that is not public. Subject to that overriding principle,
Directors and senior managers will ordinarily be
permitied to deal in the Company's shares:
* in the period between 48 hours after release of the
Company’s annual results to the ASX and 14 days
after the Annual General Meeting;
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* in the period between 48 hours afler release of the
Company’s half yearly results to the ASX and 14 days
thereafter: and

* by participating in offers or entitlements made
avajlable to sharchelders generally, subject to
compliance with relevant ASX Listing Rules.

Disclosure Policies

The Company has established policies and procedures
designed to guide compliance with ASX Listing Rule
disclosure requirements, and Lo ensure accountability
al a senior management level for that compliance.

The Continuous Disclosure policy sets out vetting and
authorisation processes designed (o ensure any relevant
information requiring disclosure to the market:

* is made in a timely manner;

* is factual:

* does not omit material information; and

* is expressed in a clear and objective manner.

Senior managers of the Company are aware of the
need to advise the ASX of any infermation that may
have a material effect on the price or value of
PaperlinX’'s securities.

The Managing Director and Chief Financial Officer
together with the Executive General Manager, Corporate
Affairs and the Company Secretary and General
Counsel continuously review all information of which
they become aware for the purposes of ASX Listing Rule
3.1, The Continuous Disclosure policy is posted on the
Company website.

Chief Executive Officer and Chief Financial
Officer Certification

The Managing Director and the Chief Financial

Officer provide a written statement to the Board that:

¢ the Company’s financial reports present a true and
fair view of the Company’s financial condition and
operational resulls in accordance with relevant
accounting standards;

the statement is founded on a sound system of risk
managemeni and internal compliance and control,
which implements the policies adopted by the Board;
and

the Company’s risk management and internal
compliance and control system is operating efficiently
and effectively in all material respects.

Rights of Shareholders and Communications
Strategy

The Company is committed to promoting open and
effective communication with its shareholders.

The Board aims to ensure that shareholders and the
investment market generally are informed in a timely
manner of all major developments affecting the
Company's business and affairs.

The Company's Concise Annual Report is distributed to
all shareholders {except any who specifically request not
to receive it) and is available on the Company’s website.
The Concise Annual Report includes relevant
information about the operations of the Company
during the year, as well as a concise finanefal annual
report for the year together with all disclosures required
by the Corporations Act. A copy of the Company’s Full
Financial Report and Auditor's Report will be sent to
shareholders, free of charge, upon request.




Lrectors report

The Company also produces a half yearly financial
report summarising the financial information and
review of the operations of the Company during each
half year. The hall yearly financial report is prepared
in accordance with the applicable accounting
standards and Corporations Act requirements. It is
sent to shareholders and is lodged with the Ausiralian
Securities and Investments Commission and the ASX.

At the Annual General Meeting. the Chairman and

Managing Director address the meeting on the results
for the financial year under report and other relevant

issues, including developments during the period since

the end of that financial year.

Shareholders are encouraged to atiend the Annual
General Meeting where ample opportunity is given
for questions and answers. Questions can be lodged
with the Company in advance of the meeting.

The external auditor attends the Annual General
Meeting and is available to answer shareholder
questions about the conduct of the audit and the
preparation and content of the Auditor’s Report.

The Company maintains a website at
www.paperlinx.com.

The website is used to provide information generally
on the Group and complement the official release of
maierial information to the ASX.

The Company's annual and interim result
announcements together with all other relevant
announcements made to the market are posted on

the website as soon as practically possible. The website

also contains olher relevant material, including:

» the Chairman’'s and Managing Director's addresses
at the Annual General Meeting:
+ material thal is posted on the website as

recommended in the ASX Good Corporate Governance

Recommendations:
* a dedicated Investor Relations section:
« profiles of the Board and senior management; and

« analyst briefings, which are given on a regular basis.

Other Stakeholders
The Board and management recognise the legitimate

interests of all stakeholders in the Company, inctuding

shareholders, employees, suppliers, customers and
the wider cormnmunity. The Company is committed to

policies and practices that are aimed al improving these

relationships through mutually beneficial oulcomes.
Further information about the Company's corporate
values, policies and systems of internal compliance

and control are set out on the Company's website. More

information on the Company's sustainability policies
and processes are set out in the Sustainability Report.

Signed in Melbourne this 23rd day of August 2007.

ISV

David Meiklejohn
Chairman

P A

Thomas P Park
Managing Director and
Chiefl Executive Officer
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Lead Auditor’s Independence Declaration under
Section 307C of the Corporations Act 2001

To: the Directors of PaperlinX Limited

I declare that, to the best of my knowledge and belief,
in relation to the audit for the financial year ended
30 June 2007 there have been:

-

no contraventions of the auditor independence
requirements as set out in the Corporations Act 2001
in relation to the audit: and

no contraventions of any applicable code of
professional conduct in relation to the audit.

o o

KPMG
Y S
Peter Jovic
Partner
Melhourne
23 August 2007




Finance
overview

Financial Position

Funding

Al 30 June 2007, PaperlinX had net debt of $G12
million (prior year $903 million). represented by
interest bearing linbilities $1.061 million and cash
assers $449 million.

In February 2007, PaperlinX decreased the size of its
muilti-curreney bank debt facility from USS815 million
to US$700 million. PaperlinX has an dppmpnalv mix
of tong, mediinm and short-term debt,

aperlinX is in a strong financial position with key

finaneial indicators ai 30 June 2007 of:

o gearing: :
- net debt to net debt plus cquity of 24 per (‘Llll
- net debt to equity ol 32 per cent;

s interest cover of 2.6 times:

e funds employed are $2.517 million:

+ stockholders equity is $1,905 million.

All of the ratios are in complianee with the Group's
debt covenams.

PaperlinX’s policy on interest rate risk management
is Lo monitor and, where appropriate. hedge the
Company’'s exposure 10 movements in interest

via a combination of interest rate swaps and

fixed rate issuiunces.

Olishore debt is managed (o minimise the translation
impact on the Company's Australian balance sheet
while optimising the returns to the Company.

aperlinX actively reviews funding options 1o achieve
the lowest possible cost of funds,

Equity
During March 2007, $285 million of hybrid sceurities
in the form of PaperlinX Step-up Prelerence Securitics

N | ) N Il . -
(SP'S) were issued to Austratian investors. This issue

reduced deb, strengthened the Group's balance sheet,

and providud inereased financiad flexibility,

Cash Flow and Working Capital

For the year 1o 30 June 2007, PapertinX had an
operitting cash low of $143 million, Minimising
working capital and achieving strong cash flow
conlinues o be a key management focus. Net trade
working capital for the Group at 30 June 2007
was $1.212 million which was 5 per cent lower
than June 2006. The working capital to sales

ratio continued to show improvement reducing to
15.5 per cent versus 16.6 per cent at June 20086,

Capital Expenditure

Capital expenditure for the year was $212.7 million
{5112.4 millien exchuding the pulp mill project.

111 per cent of depreciation), PaperlinX's warget is
tor capital expenditure to be approximately equal
o depreciation expense,
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The finanecial statements and other specific disclosures

have been derived Trom PaperlinX Limited and its Controlled
Entities {consolidated entity’} {ull financial report for the
financial year, Other infurmation included on the concise
financizl report is consistent with the consolidated entity's
full financial report.

The concise I‘m.‘uu ial report does not, and cannot be

expeeted to. prov ide us full an understanding of the finaneial
performance, finatcial position and financing and investing
activitics ol (helconsolidated entity as the all financial report.
A copy ol the cemsolidated entity's 2007 Full Financial
Report, including the independent andit report. is available
to all shareholders, and will e sent 1o shareholders without
chiarge upon 1'(:%[11(:51. The 2007 Full Finaneial Report can
be reguested by telephone (Australin: 1800 232 867).
Overseas: +613 9415 4000 and by email at
cotttact@paperlinx.conau.




Income statement

For the year ended 30 June
[ Consolidated j
2007 2006
$m $m
Revenue 7.817.3 73448
Other income 153 305
Expenses (7.642.1) (7.223.3)
Result from operating activities 190.5 152.0
Financial income 6.3 7.3
Financial expenses {82.9) (73.1}
Net financing costs (76.6) (65.8)
Profit before tax 113.9 86.2
Tax expense (34.3) (21.5)
Profit after tax expense but before profit from discontinued operations 79.6 64.7
Profit from discontinued operations, net of tax 0.6 0.7
Profit for the period 80.2 65.4
Profit for the period attributable to:
Equity holders of PaperlinX Limited 80.1 65.4
Minority interest 0.1 -
80.2 65.4
Basic earnings per share (cents) 16.4 14.7
Basic earnings per share from continuing operations (cents) 16.3 14.5
Diluted earnings per share (cents) 16.3 i4.5
Diluted earnings per share from continuing operations (cents) 16.2 14.3

The income statement is to be read in conjunction with the discussion and analysis on page 54 and the notes 1 to 10 to the

financial statements, as attached.
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Statement of recognised
income and expense

For the year ended 30 June
I Consolidated J
2007 2006
$m $m
Net foreign exchange differences on translation of overseas subsidiaries 42.9) 26.7
Actuarial gains on defined benefit plans 20.6 30.0
Net income recognised in equity 22.3) 56.7
Profit for the period 80.2 65.4
Total recognised income for the period 57.9 122.1
Total recognised income for the period attributable to:
Equity holders of PaperlinX Limited 57.8 122.1
Minority interest 0.1 -
57.9 122.1
Effects of change in accounting pelicy — Adjustment to comply with
AASB139 Financial Instruments: Recognition and Measurement
Equity holders of PaperlinX Limited - 0.3
Minority interest - -
- 0.3

The statermnent of recognised income and expense is to be read in conjunction with the discussion and analysis on page 54 and the
notes 1 to 10 to the financial statements, as attached.
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Balance sheet

As at 30 June

[ Consolidated |
2007 2006
$m $m
Current assets
Cash and cash equivalents 448.8 455.1
Trade and other receivables 1.564.0 15418
Inventories 861.2 864.1
Assets classified as held for sale - 19.6
Total current assets 2.874.0 2,8806
Non-current assets
Recelvables 17.7 8.9
Investments 13.3 14.1
Property, plant and equipment 1.066.6 990.8
Intangible assets 417.9 421.6
Deferred tax assets 529 74.4
Total non-current assets 1.568.4 1,509.8
Total assets 4.442.4  4,390.4
Current liabilities
Trade and other payables 1.256.8 11,1728
Loans and borrowings 494.9 221.7
Income tax payable 5.1 9.6
Employee benefits 47.1 41.4
Provisions 19.1 13.8
Liabilities classified as held for sale - 0.9
Total current liabilities 1.823.0 1.460.3
Non-current liabilities
Payables 53.8 93.1
Loans and borrowings 565.7 1.136.7
Deferred tax liabilities 48.9 43.4
Employee benefits 37.8 373
Provisions 7.6 10.9
Deferred income 0.5 -
Total non-current liabilities 7143  1,321.4
Total liabilities 2,637.3 2,781.7
Net assets 1,905.1 1.608.7
Equity
Issued capital 1.701.5 1,691.9
Reserves (87.9) (45.0)
Retained profits 15.0 (38.2)
Total equity attributable to holders of ordinary shares of PaperlinX Limited 1,628.6 1,608.7
PaperlinX step-up preference securities 276.4 -
Minority interest 0.1 -
Total equity 1.905.1  1,608.7

The balance sheets is to be read in confunction with the discussion and analysis on page 54 and the notes 1 to 10 to the
financial statements, as attached.
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Statement of cash flows

For the year ended 30 June

[ Consolidated
2007 2006
$m $m

Cash flows from operating activities
Receipts from customers

Payments to suppliers and employees
Dividends recetved

Interest received

Interest paid

Income taxes paid

Other income received

7,803.6 7,390.7
{7.578.7) [(7.072.9)

0.5 0.8
6.3 5.7
(82.6) (69.6)
{16.3) 6.1)
10.1 11.2

Net cash from operating activities

142.9 259.8

Cash flows from investing activities

Loans advanced to other persons

Acquisition of:

Controlled entities and businesses

(net of cash and bank overdraft acquired)
Property, plant and equipment and intangibles
Partial refund of the purchase price in relation to
an acquisition in a prior period

Proceeds from the sale of:

Controlled entities and businesses

{net of cash and bank overdraft disposed)
Discontinued operations

Property, plant and equipment

(0.1) (0.9
(35.3) (100.9}
(177.4) (101.4)

8.7 -

32.0 -
159 -
24.0 51.1

Net cash used in investing activities

(132.2) (152.1}

Cash flows from financing activities

Dividends paid

Proceeds from employee share plan loans
Proceeds on issue of step-up preference securities
Issue costs of step-up preference securities
Proceeds from oplions exercised

Proceeds from borrowings

Repayment of borrowings

Principal finance lease repayments

(33.8) {77.8)
0.1 0.1
285.0 -
(8.6) -
08 -

1.4316 1.156.1
(1.666.8) (1.171.3)
{0.2) -

Net cash from/(used) in financing activities 8.1 {92.9)
Net increase in cash and cash equivalents 18.8 14.8
Cash and cash equivalents at the beginning of the period 453.9 427.8
Effect of exchange rate changes on cash (23.9) 11.3

Cash and cash equivalents at the end of the period

448.8 453.9

The statement of cash flows is to be read in confunction with the discussion and analysis on page 54 and the notes 1 to 10 to the

[financial statements, as attached.
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Discussion and analysis

This discussion and analysis is provided to assist readers
in understanding the concise financial report of PaperlinX
Limited. The concise financial report has been derived from
the full 2007 financial report.

Income Statement

The consolidated profit after tax was $80.1 millton compared
to the prior year of $65.4 million, up 22 per cent. Earnings
before interest and tax (EBIT) of $185.5 million were up

22 per cent on the prior year. EBIT included a range of
one-off items both positive and negative. Reported profit
included a net loss of $12.2 million attributable to one-off
costs associated with the implementation of the Group's

key strategic initlatives being partly offset by profit on sale
of non-core assets.

The Paper Merchanting business achieved EBIT of

$205.2 million, up 9 per cent from $188.9 million in the
prior year, helped by the Inclusion of Spicers Canada for
the full period. Earnings include a net loss of $(1.6) million,
where profit on sale of surplus property assets only partly
offset one-off restructuring costs associated with a number
of strategic initiatives being undertaken in the Paper
Merchanting business. Paper selling prices in our key
European market were generally weak for coated woodfree
paper, while uncoated woodiree benefited from increases

in all regions. Sales volumes were up 2 per cent, partly
due to Spicers Canada, with volumes reduced in the UK,
the Netherlands and New Zealand, mainly in the lower
value indent {direct) vohumnes.

Operating earnings were impacted by higher earnings

in Europe, up 11 per cent in local currency, and North
America, up 36 per cent in local currency, which reflected
the inclusion of Spicers Canada {9 per cent excluding
Spicers Canada). Australia, New Zealand and Asia were
down 47 per cent where the earnings remained under
significant pressure from lower priced paper imports and
currency impacts.

Paper Merchanting return on average funds employed
increased to 11.9 per cent from 11.4 per cent in the prior
year, and remains above the cost of capital, Overall expenses
rose 2.4 per cent [adjusting for acquisitions). The year end
working capital to sales ratio reduced to 13.5 per cent from
14.7 per cent. Average working capital for 2007 was in line
with the prior year after adjusting for acquisitions.

Earnings from Australian Paper have remained under
significant pressure, but have seen the benefit of internal
initiatives, cost control and efficiency programmes.

EBIT of $10.2 million included a net $(10.6) million charge
due primarily to restructuring and implementation costs
associated with the Maryvale Mill pulp capacity upgrade,
including the outsourcing of the Maryvale Mill wood yard,
partly offset by one-off gains on non-core asset sales.

The continued impact of depressed Australian paper selling
prices, as a combined result of a strong Australian dollar
relative to the US dollar and over supply in global paper
markets, and higher input costs, up $26 million compared
to the prior year. have been absorbed. The current
environment has not allowed these cost increases to be
passed on. Overall sales volumes were down 3 per cent.

During the year, plant operating efficiencies and supply
chain costs have improved with targeted mix improvements
seen. Strategic initiatives have also begun to deliver benefits,
including the upgrade of the Maryvale number 1 sack kraft
machine, the closure of the Shoalhaven number 1 and 2
paper machines and the creation of PaperlinX Office.
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The first major shut for the pulp mill upgrade was completed
on time despite industrial relations and weather issues.

To date, over 90 per cent of equipment and 30 per cent

of labour have been expended on the pulp mill upgrade.
‘Two more major shuts are scheduled during the 2008
fiscal year. The cost of the project is now expected to be up
to 25 per cent above the original estimate of $203 million.
The key impacts on costs result from higher material cosis
and the tight labour market in Australia, with industrial
relations and weather the key risks to timely completion.
Benefits to be realised in 2009 are expected to deliver
returns in line with expectations, assisted by high
imported pulp prices.

Corporate was a net cost of $29.9 million, compared to the
prior year net cost of $33.2 million.

Net interest increased 8.9 per cent to $70.9 million due to
an Increase in floating interest rates and changes to the
domicile of debt.

The operating income tax expense rose to 30 per cent of
profit before tax. from 25 per cent in the prior year, reflecting
the shift in regional profit mix.

During March 2007, $285 million of hybrid securities in
the form of PaperlinX Step-up Preference Securities (SPS)
were issued to Australian investors. This issue reduced
debt, strengthened the Group's balance sheet, and provided
increased financial flexibility. The distribution for this
instrument for the 2007 financial year was $2.3033 per
security which totalled $6.6 million.

The net profit after tax and distributions provided in respect
of PaperlinX Step-up Preference Securities (SPS) translated
into basic earnings per share of 16.4 cents.

Balance Sheet

At 30 June 2007, total assets were $4.442 million.

The Group's gearing, measured as net debt to net debt
plus equity, was 24.3 per cent which is stronger than the
Group's target range of 40 per cent to 50 per cent. Net debt
at June 2007 was $612 million compared to the prior year
of $903 million.

Net trade working capital for the Group at 30 June 2007
was $1,212 million which was 5 per cent lower than

June 2006. The working capital to sales ratio continued

to show improvement reducing to 15.5 per cent versus
16.6 per cent at June 2006 and the thirteen month rolling
average fell from 18.9 per cent to 17.9 per cent afler
adjusting for foreign currency.

Significant progress was made in reducing the Company’s
net liability for superannuation defined benefit plans.

As at 30 June 2007 the net liability was $38.4 million,

a reduction of $49.4 million from 30 June 2006.

Statement of Cash Flows

Cash generated by operations excluding movements

in current and non-current assets and liabilities was
$178 million, a slight improvement over prior year

of $172 million. Net cash flow from operating activities
was at $143 million, down $117 million over prior year
primarily due to currency movements and shifis in other
receivables and payables.

Capital expenditure in the period was $212.7 million
($112.4 million, excluding the pulp mill project, 111 per cent
of depreciation). No stgnificant new expenditures have been
committed to over the past six months. The cost of the pulp
project Is now expected to be within 25 per cent of the
original estirate of $203 million.




Notes to the financial statements

as at 30 June 2007

Accounting policies

(1) Basis of preparation of concise financial report

The concise financial report has been prepared in
accordance with the Corporations Act 2001, Accounting
Standard AASB 1039 Concise Financial Reports and
applicable Urgent Issues Group Consensus Views. The
financial statements and specific disclosures required by
AASB 1039 have been derived from the consolidated entity's
full financial report for the financial year. Other information
included in the concise financial report is consistent with
the consolidated entity’s full financial report. The concise
financial report does not, and cannot be expeciled to, provide
as full an understanding of the financial performance,
financial position, and financing and investing activities

of the consolidated entity as the full financial report.

The financial report is prepared on the historical cost basis
except that the following assets and liabilities are stated at
their fair value: derivative financial instruments, financial
instruments held for trading and financial instruments
classified as available-for-sale.

A full description of the accounting policies adopted by the
consolidated entity may be found in the consolidated entity’s
full financial report.

These accounting policies have been consistently applied
by each entity in the consolidated entity and are consistent
with those of the previous year.

The presentation currency is Australian dollars.

[ Consolidated |

2007 2006
$m $m
§ Revenue

Sales of goods 7.814.1 7,342.1

Commissions 3.2 2.7

Total revenue 7817.3 7.344.8

Dividends and distributions

(a) Dividends on PaperlinX Limited ordinary shares

Interim dividend paid:

* 5 cents per share paid on 5 April 2007, Nil% franked at a rate of 30% tax rate on fully paid shares @ 22.4 -

= 5.5 cents per share paid on 5 April 2006, Nil% franked at a 30% tax rate on fully paid shares () - 246

Final dividend paid:

* 4.5 cents per share paid on 13 October 2006, Nil% franked at a 30% tax rate on fully paid shares (1} 20.1 -

+ 12 cents per share paid on 28 September 2005, Nil% franked at a 30% tax rate on fully paid shares - 53.5
425 78.1

(1} Paid out of prafits measured in accordance with Australian Accounting Standards and other financial reporting requirements

applicable for the year ended 30 June 2006.

{2) Paid out of prafits measured in accordance with Australian equivalents to International Financial Reporting Standards and
issued by the Australian Accounting Standards Board and the financial reporting requirernents applicable for the year ended

30 June 2007.

PaperlinX Limited has declared a dividend,. at the date of this report, on ordinary shares payable 26 September 2007 -
6.0 cents per share, unfranked on fully paid shares. This dividend has not been provided for in the accounts as at

30 June 2007.

it is expected that the interim dividend in respect of the year ending 30 June 2008 will be unfranked.

(b) Distributions on PaperlinX step-up preference securities

Rate of 9.04% for the period 30 March 2007 to 30 June 2007, inclusive (1 6.6

6.6

{1} This distribution was provided for at 30 June 2007 and paid on 2 July 2007. The distribution rate for the period 30 June 2007
to 31 December 2007 (s 8.97%.
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Notes to the financial statements continued
as at 30 June 2007

r Consolidated }

2007 2006
$m $m

R TITE M Issued capital

Issued and paid-up share capital 448,737,560 ordinary shares 1.703.5 1.694.2

(2006: 446,182,209 ordinary shares)

Employee share plan loans (2.0) (2.3)

Total issued capital 1,701.5 1.691.9

Movement in ordinary share capitak:

Balance at beginning of year 16942 16942

180,000 (2008: Nil) shares issued at $3.13 each pursuant to options exercised 0.6 -

32,500 (2006: 10,000) shares issued at $3.32 each pursuant to options exercised 0.1 -

25,000 (2006: Nil) shares issued at $3.50 each pursuant to options exercised 0.1 -

1,585.971 {20086: Nil) shares issued at $3.50 each pursuant to the dividend

reinvestment plan for final 2006 dividend 5.5 -

731,880 (2006: Nil) shares issued at $4.09 each pursuant to the dividend

reinvestment plan for interim 2007 dividend 3.0 -

Balance at end of year 1,703.5 1,694.2

Movement in employee share plan loans:

Balance at beginning of year (2.3) 2.7

Repayments 0.3 0.4

Balance at end of year (2.0) (2.3)

Sl LNl Reserves

Reserve for own shares

Balance at beginning of year 9.7) 9.7)

Balance at end of year (9.7} (9.7)

Exchange fluctuation reserve

Balance at beginning of year (35.3) (62.0}

Exchange fluctuation on translation of overseas subsidiaries (42.9) 26.7

Balance at end of year (78.2) (35.3}

Total reserves (87.9) (45.0)

Nature and purpose of reserves
Reserve for oun shares

The reserve for own shares represents the value of shares held by an equity compensation plan that the consolidated entity
is required to include in the consolidated financial statements. This reserve will be reversed against share capital when the

underlying shares vest in the employee. No gain or loss is recognised in profit or loss on the purchase, sale issue or

cancellation of the consolidated entity's own equity instruments.
Exchange fluctuation reserve

The translation reserve records the foreign currency differences arising from the translation of the financial statements of
foreign subsidiaries and the impact of transactions that hedge the company's net investment in a foreign operation, net of tax.
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( Consolidated |

2007 2006
$m $m

Retained profits
Balance at beginning of year (38.2) (58.1)
Adjustment to comply with AASB139
Financial Instruments: Recognition and Measurement - {0.3)
Net profit attributable to equity holders of PaperlinX Limited 80.1 65.4
Employee share options and rights 1.6 29
Actuarial gains on defined benefit plans 20.8 30.0
Dividends paid on PaperlinX Limited ordinary shares 42.9) (78.1}
Distributions provided on PaperlinX step-up preference securities 6.6) -
Total retained profits 15.0 (38.2)
PaperlinX step-up preference securities
Balance at beginning of year - -
Proceeds on issue 285.0 -
Issue costs {8.6) -
Total PaperlinX step-up preference securities 276.4 -

The PaperlinX SPS Trust was established during the year for the purpose of issuing a new security called PaperlinX Step-up
Preference Securities (PSPS). The PSPS are perpetual. preferred units in the PaperlinX SPS Trust and on 30 March 2007,
2,850,000 PSPS were issued at an issue price of $100 per securlty raising $285 million. The PSPS are listed on the ASX
under ‘PXUPA".

Distributions on the PSPS are at the discretion of the Trustee and are paid on a floating rate, unfranked. non-cumulative,
discretionary and sermni-annual basis. Distributions are therefore only paid after declaration by the Trustee. If a distribution is
not paid in full, the distribution does not accumulate and may never be paid on the PSPS. If a distribution is not paid in full,
PaperlinX Limited will be prohibited from paying dividends or making other distributions on any class of its share capital until
such time as scheduled distributions are paid by the Trust. The first distribution date for the PSPS was 30 June 2007 and the
amount provided at that date was paid on 2 July 2007 and is scheduled on a six monthly basis thereafter. The distribution
rate is the 180 day bank bill swap rate plus a margin of 2.40 per cent. The first periodic remarketing date is 30 June 2012
and provides the issuer with the following options:
= conduct a remarketing process to establish a new margin and add or adjust such other terms of the PaperlinX SPS

as it may request, to apply until the next remarketing date;
» realise PaperlinX SPS {redeem for cash, exchange for PaperlinX Limited ordinary shares or resell to a third party); or
* begin paying distributions at the step-up margin on the PaperlinX SPS.

I Consolidated |
2007 2006
$m $m
Contingent Habilities
Contingent llabilities artsing In respect of related bodies corporate:
* Bank guarantees (trade) 125 7.3
Total contingent liabilities i2.5 7.3

The bank guarantees (trade). the beneficiaries of which are third parties, are primarily in relation to the importation
of products.

Capital expenditure is incurred annually t¢ enhance environmental performance. There can be no assurance that material
new expenditure will not be required as a result of new information or regulatory requirements with respect to known sites
or identification of new remedial obligations at other sites.

Under the terms of the ASIC Class Order 93/1418 dated 13 August 1998 (as amended). PaperlinX Limited and certain
subsidiaries have entered into approved deeds for the cross guarantee of liabilities with those subsidiaries as identified
in the consolidated entity’s full financial report.
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Notes to the financial statements continued

as at 30 June 2007

Segment reporting
Business segments

The consolidated entity comprises the following main business segments, based on the consolidated entity's management

and internal reporting system.
Segment

Description of Operations

Merchanting and Paper Trading

Communication Papers

International paper merchant and paper trader supplying the printing and
publishing industry and office supplies.

Manufacture of office papers. graphic papers, converting papers and other
speciality and coated papers.

Packaging Papers Manufacture of packaging papers and industrial papers. Products include kraft
liners, sack, kraft and lightweight bag and industrial papers, sold predominantly
to converting customers.

Corporate Corporate operations.

| Consclidated |

Segment Segment Segment Segment
result © revenue asscts liabilities
Sm $m $m Sm

For the year ended 30 June 2007
Business segments

Merchanting and Paper Trading

+ Continuing Operations

+ Discontinued Operations

2040 7.1342 3.112.0 1,1582
1.2 252 - -

2052 7.159.4 3,112.0 1.158.2

Communication Papers

0.4) 761.2 800.6 152.9

Packaging Papers 10.6 255,1 348.1 76.3
Australian Paper 102 1,016.3 11,1487 229.2
Corporate (29.9) - 128.8 35.3
Profit before net interest and tax 185.5

Net interest (! (70.9)

Profit before tax 114.6

Tax expense (V) (34.4)

Profit for the period 80.2

Inter-segment sales @ (336.4)

Unallocated assets {deferred tax balances) 52.9
Unallocated liabilities 1,114.6

Total

80.2 7,839.3 44424 25373
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BT Segment reporting (continued)

Consolidated

]

Segment Segment
result® revenue

Segment

Segment

assets lisbilities

$m $m $m $m

For the year ended 30 June 2006
Business segments
Merchanting and Paper Trading
* Continuing Operations 187.6 6661.8 32083 1.166.0
* Discontinued Operations 1.3 29.5 19.6 0.9

1889 86.691.3 3.2279 1.166.9
Communication Papers (8.6) 779.2 734.1 129.1
Packaging Papers 5.3 241.8 208.4 41.6
Australian Paper (3.3) 1021.0 11,0325 170.7
Corporate (33.2) - 55.6 32.7
Profit before net interest and tax 152.4
Net interest (1} (65.1)
Profit before tax 87.3
Tax expense U} (21.9)
Profit for the period 65.4
Inter-segment sales @ (340.7)
Unallocated assets (deferred tax balances) 74.4
Unallocated labilities 1,411.4
Total 654 7,371.6 43904 2,781.7

(1) Interest and income tax expense are not allocated internally to the segments but held centrally.
{2) Inter-segment sales comprise sales of paper. which are priced on an arm’s length basis.
{3) The segment result for the individual business segments is the profit before net interest and income tax.

Dividends on PaperlinX Limited ordinary shares
For dividends declared after 30 June 2007, sec Note 3.

Distributions on PaperlinX step-up preference securities

LT R TN Events subsequent to balance date

For the distribution rate for the period 30 June 2007 to 31 December 2007, see Note 3.
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Directors’ declaration

In the opinion of the Directors of PaperlinX Limited, the accompanying concise financial report, including the remuneration
disclosures that are contained in sections 1 to 3 and sections 5 to 7 of the Remuneration Report in the Directors’ Report of
the consolidated entity, comprising PaperlinX Limited and the entities it controlled for the financial year ended 30 June 2007,
set out on pages 50 to 59:

(a) has been derived from or is consistent with the full financial report for the financial year; and

(b} complies with Australian Accounting Standard AASB 1039 Concise Financial Reports.

Signed in accordance with a resolution of the Directors:

e A kﬂd\ WA

David E Meiklejohn Thomas P Park
Chairman Managing Director and Chief Executive Officer

Dated at Melbourne, in the State of Victoria, this 23rd day of August 2007.




Independent audit report
to the members of Papl;)erlinx Limited

The accompanying concise financtal report of PaperlinX Limited (the 'Company’) and its controlled entities (the ‘Consalidated
Entity') which comprises the balance sheet as at 30 June 2007, the income statement, statement of recognised income and
expenses and cash flow statement for the year ended on that date. other explanatory notes 1 to 10 and the discussion and
analysis on the balance sheet, income statement. statement of recognised income and expenses and cash flow statement is
derived from the audited financial report of PaperlinX Limited for the year ended 30 June 2007. We expressed an unmodified
audit opinion on those financial statements and the remuneration disclosures contained In the Directors’ Report in our report
dated 23 August 2007.

The concise financial report does not contain all the disclosures required by Australian Accounting Standards (including the
Australian Accounting Interpretations) and the Corporations Act 2001. Reading the concise financial report is not a substitute
for reading the audited financial report of PaperlinX Limited.

Directors’ responsibility for the concise financial report
The Directors of the Company are responsible for preparing and presenting the concise financial report in accordance with
Australian Accounting Standard AASB 1039 Concise Financial Reports.

Auditor’'s respensibility
Our responsibility is to express an opinion on the concise financtal report based on cur audit procedures. We have conducted
an independent audit in accordance with Australtan Auditing Standards. These Australian Auditing Standards require that we

comply with relevant ethical requirements relating to audit engagements and plan and perform the audit to obtain reasonable
assurance whether the concise financial report is free of material misstatement.

An audit involves performing procedures to obtain evidence about the amounts and disclosures in the concise financial report.
The procedures selected depend on the auditor’s judgement. including the assessment of the risks of material misstatement
of the concise financial report, whether due to fraud or error. In making those risk assessments, the auditor considers internal
control relevant o the entity's preparation and fair presentation of the concise financial report in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness

of the entity’s internal control. An audit alsc includes evaluating the reasonableness of accounting estimates made by the
Directors, as well as evaluating the over presentation of the concise financial report.

Qur procedures in respect of the audit of the concise financial report include testing that the information in the concise
financial report is consistent with the full financial report and examination. on a test basis. of evidence supporting the
amounts, discussion and analysis, and other disclosures which were not directly derived from the full financial report. These
procedures have been undertaken to form an opinion whether, in all material respects, the concise financial report is fairly
presented in accordance with Australian Accounting Standard AASB 1039 Concise Financial Reports.

We believe that the audit evidence we have obtained Is sufficlent and appropriate to provide a basis for our audit opinion.
Auditor's opinion

In our opinion, the concise financtal report of the Consolidated Entity, comprising PaperlinX Limited and its controlled entities
for the financial year ended 30 June 2007 complies with Australian Accounting Standard AASB 1039 Concise Financial Reports.

oo

Al N--/
Peter Jovic
Partner
Metbourne
23 August 2007
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Shareholding information

1. Number of shareholders

There were 61,877 shareholders at 15 August 2007. All
issued shares carry voting rights on a one-for-one basis.

2. Distribution of shareholding

Range of Number of % of Number of % of
holdings shareholders holders shares shares
1-1,000 30955  50.03 13,113,097 2.92
1,001 - 5,000 24908 40.25 56,799,100 12.66
5,001 - 10,000 3.991 6.45 28,221,561 6.29
10,001 =100,000 1,941 3.14  38,508.558 8.60
100,001 - aver 82 0.13 312,005,244 69.53
Total 61,877 100.00 448,737,560 100.00

3. Unmarketable parcels
There were 5,623 members holding less than a marketable

parcel of shares in the Company (i.e. a parcel of shares
valued ai less than $500).

4. Listing
The Company's shares are quoted on the Australian
Securities Exchange.

5. Twenty largest shareholders at 15 August 2007

Number % of

of shares shares
HSBC Custody Nominees
(Australia) Limited 87,788,434 19.56
J P Morgan Nominees
Australia Limited 81,578,705 18.18
National Nominees Limited 39,273.134 8.75
Citicorp Nominees Pty Limited 27.143.540 6.05
ANZ Nominees Limited
{Cash Income A/C) 15,778,304 3.52
RBC Dexda Investor Services
Australia Nominees Pty Limited 7.437.832 1.66
Cogent Nominees Pty Limited 7.035,359 1.57
Australian Foundation Investment
Company Limited 5,411,757 1.21
Queensland Investment Corporation 3.201.612 0.71
Australian Reward Investment Alliance 2,902,981 0.65
UBS Wealth Management Australia
Nominees Pty Ltd 2615719 0.58
ARGO Investments Limited 2,203,100 0.49
CPU Share Plans Pty Ltd
{(PPX SMSP Unallocated A/C) 1,990,133 0.44
Citicorp Nominees Pty Limited
(CFSIL CWLTH AUST SHS 1 A/C) 1.858.000 0.41
Citicorp Nominees Pty Limited
(CFSIL CWLTH AUST SHS 2 A/C) 1,806.134 0.40
Invia Custodian Pty Limited
(GSJBW Managed A/C) 1.368.446 0.30
M F Custodians Ltd 1,347,599 0.30
HSBC Custody Nominces
{Australia) Limited - A/C 2 1,245,011 0.28
Fortis Clearing Nominees P/L 1,040,537 0.23
Le Grand Pty Ltd 1,000,000 0.22
Total top 20 shareholders 294,030,337 65.52
Total issued shares 448,737,560 100.00

Substantial Shareholders as defined by the Corporations Act
(holding at least 5 per cent of shares):

Number of  Percentage
Name shares held
AXA (Institutional Group) 44.990.320 10.03%
Maple-Brown Abbott Ltd 44,851,881 10.00%
Capital {Institutional Group) 22,547.000 5.02%
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6. Geographic location of sharcholders by
registered address:

Number of Number of

sharcholders shares

Australian Capital Territory 1,092 2,637,877
New South Wales 15,310 241,278,427
Northern Territory 110 159,556
Queensland 7.967 21,313,903
South Australia 3,522 9,642,935
Tasmania 1,441 2.773,584
Victoria 25,615 160.602,558
Western Australia 3.117 7,463,641
Total Australia 58,174 445,872,481
Canada 439 152,112
New Zealand 828 1,382,426
United Kingdom 202 301.541
United States of America 1,751 520,197
Germany 75 21,531
Hong Kong 31 151,072
Singapore 28 84,135
Spain 129 12,933
Switzerland 123 30,049
Other 97 209,083
Total overseas 3.703 2,865,079

7. Unquoted equity securities

Issued pursuant to the PaperlinX Employee Share/
Option Plan.

Options

Options over ordinary shares issued at either no cost or
a cost of one cent per option exercisable at prices ranging
from 83.11 to $5.13 per share.

The vesting of cerlain options depends on the achievement of
PaperlinX's long-term incentive plan performance conditions.
* Number of employees participating 56
= Number of securitles 4,211,450

Performance rights

The Company has issued performance rights to certain
senior management. Each performance right gives a
contingent interest to one PaperinX share. The vesting

of performance rights depends upon the achievement of
PaperlinX's long-term incentive plan performance conditions.
+ Number of employees participating 205
« Number of securities 5,779.725




Investor information

Share Registry
Shareholders with queries about anything related to their
shareholding should contact the PaperlinX Share Registry
in Melbourne, Australia;

by telephone (within Australia) 1300 662 058

or (outside Australia) +61 3 9415 4021

by facsimile +61 3 9473 2500

by email at web.queries@computershare.com

Alternatively, shareholders may wish to write to:
PaperlinX Share Registry
GPO Box 2975
Melbourne
Victoria 3001
Australia.

Details of individual shareholdings can be checked
conveniently and simply by visiting our Registrar's website
at www.computershare.com/au/investors. For security
reasons, you then need to key in your Securityholder
Reference Number (SRN) or Holder Identification Number
{HIN) plus company name or ASX code and postcode to
enable access to personal information.

Dividends

The Company normally pays dividends in September and
April. Shareholders should retain full details of dividend
payments for taxation purposes.

The following options are available to shareholders regarding

payment of dividends:

1. By direct deposit to a financial institution in Australia.
New Zealand, United Kingdom and United States
of America.

2. By cheque payable to the shareholder. Lost or stolen
cheques should be reported immediately to the PaperlinX
Share Registry, in writing, to enable stop payment and
replacement.

Shareholders may choose to have thelr dividends paid

directly into a nominated bank, building society or credit

union account anywhere {n Australia. Sharcholders resident
in New Zealand, United Kingdom and United States of

America may choose to have their dividends paid directly

into a nominated financial nstitution located in their

respective jurisdictions. Payments are electronically credited
on the dividend date and confirmed by a payment advice
sent to the shareholder. Request forms for this service are
avallable from the PaperlinX Share Registry.

Shareholders resident in Australia and New Zealand may

choose to participate in the Dividend Reinvestment Plan

(DRP). Request forms for the DRP are available from the

PaperlinX Share Registry.

Tax file numbers

PaperlinX is required to withhold tax at the rate of 46.5 per
cent on any unfranked component of dividends or interest
paid te investors resident in Australia who have not supplied
the Company with a tax file number (TFN) or exemption
form. Investors are not required by law to provide their

TFN if they do not wish to do so.

Transfer of shares off-market
No stamp duty is payable on off-market transfers.

Annual General Meeting
The Annual General Meeting is normally held in October.

The 2007 Annual General Meeting will be held at 11.00am
on Thursday, 25th October 2007 at the Four Seasons Hotel
Sydney, 199 George Street, Sydney, Australia.

Securities Exchange listing

PaperlinX shares are listed on the Australlan Securities
Exchange. All shares are recorded on the principal
share register, which is located in Victoria, the state

of incorporation of PaperlinX. The Company’s ASX code
is 'PPX".

Publications

The Company’s Concise Annual Report 1s an important
source of information for investors and is maliled to
shareholders in September. The 2007 Full Financial Report
can be requested by telephone (Australia 1300 662 058,
outside Australia +61 3 9415 4021) or by email at
contact@paperlinx.com.au. A new interactive online

version of the Concise Annual Report and the Sustainability
Report is available from the Company's website at
www.paperlinx.com.

Other sources of information include:

1. The Addresses of the Chairman and Managing Director
to the Annual General Meeting, which will be available
on the PaperlinX website that same day and will be
mailed to shareholders in November.

2. The half year Financial Report reviewing the
July-December half year, which will be mailed to
shareholders in March.

PaperlinX Website

A range of corporate information may be obtained from

the PaperlinX website at www.paperlinx.com. Investor
information is available from the Investor Relations section.

Change of address

Issuer sponsored shareholders should notify the PaperlinX
Share Registry immediately, in writing, signed by the
shareholder/s. of any change to their registered address.
For added security, shareholders should quote thelir
previous address and HIN or SRN. CHESS uncertified
shareholders should advise their sponsoring broker or
non-broker participant.

Removal from mailing list

Shareholders who do not wish to receive a paper copy of
the Concise Annual Report or other publications should
advise the PaperlinX Share Registry. in writing, and include
their HIN or SRN.

Change of name

Shareholders who change their name should notify the
PaperlinX Share Registry. in writing, and attach a certifled
copy of a relevant marriage certificate or deed poll, and
include their HIN or SRN.
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Five year statistical summary

for years ended 30 June

Actual 1 Actual ) Actusal ) Actual Actual
{SAUD million except where indicated) 20068/2007 2005/2006 2004/2005 2003/2004 2002/2003
PaperlinX consolidated financial performance
Sales revenue 7.8390 7.3720 7.574 6,212 3,618
Sales growth (%) 6.2 (2.7) 21.9 71.7 22.2
Profit fromn ordinary activities before depreciation,
amortisation, net interest and income tax 286.5 257.1 293.0 300.7 313.2
Earnings from ordinary activities before
interest and income tax 185.5 152.4 180.1 189.7 230.9
Profit from ordinary activities before income tax 114.6 87.3 i11.6 i41.2 190.4
Profit from ordinary activities
after income tax {excluding ATC) 80,1 65.4 89.6 108.5 132.1
Profit from ordinary activities
after income tax (including ATC) 80.1 65.4 166.6 @ 108.5 132.1
Financial statistics
Depreciation and amortisation expense 101.0 104.7 112.9 111.0 82.3
Net interest expense 70.9 65.1 68.5 48.5 40.5
Cash flow from operating activities 142.9 259.8 273.4 402.7 234.0
Capital expenditure - acquisitions 35.3 100.9 44.6 1.104.1 368.8
Capital expenditure - plant and equipment 177.4 101.4 86.3 54.7 64.4

from ordinary activities before

interest and income tax by segments
Merchanting and Paper Trading 205.2 188.9 194.1 147.5 92.0
Paper Manufacturing 10.2@ (3.3)& 12.1 66.4 162.3
Corporate (29.9) (33.2) {26.1) (24.2) (23.4)
Total EBIT 185.5 152.4 180.1 189.7 230.9
Finanecial position summary
Current assels 2.874 2.881 2,674 3.000 1.607
Non-current assets 1.568 1,510 1,493 1,781 1.372
Total assets 4,442 4,391 4,167 4,781 2,979
Current liabilities 1,823 1.460 1.373 1.341 567
Non-current liabilities 714 1,322 1,231 1,626 766
Total liabilities 2,637 2,782 2,604 2,967 1,333
Net assets/Total shareholders’ equity 1,905 1.609 1,563 1,814 1,646
Financial ratios
Basic earning per share (excluding ATC) {cents) 16.4 14.7 20.1 24.7 36.9
Basic earning per share (including ATC) (cents) 16.4 14.7 37.3@ 24.7 36.9
Earnings per share growth (excluding ATC) (26) 11.6 {26.9) (18.6) (33.1) (3.4)
Return on average funds employed (%6) 7.0 6.2 6.7 7.5 12.3
Return on average shareholders’ equity (%) 4.7 4.4 10.4@ 6.2 9.3
Dividend per ordinary share (cents) 11.0 10.0 25.5 27.5 27.5
Dividend franking (%) 0 0 0 0 50
Net tangible asset per ordinary share (S8) 2.58 2.49 2.40 3.15 3.30
Net interest cover (times) 2.6 2.3 2.6 3.9 5.7
Gearing (Net debt/net debt
and shareholders’ equity) {%6) 24.3 36.0 35.9 36.3 8.1
Gearing (Net debt/shareholders’ equity) (%) 32.1 56.2 55.9 57.0 8.8
Other information
PaperlinX share price:
* Year’s high S 4.40 3.86 5.46 5.85 5.36
¢ Year's low 8 3.03 2.85 2.33 4.42 4.45
¢ Close as at 30 June (5] 3.72 3.12 3.01 4.85 4.58
Fully paid ordinary shares as at 30 June {millions) 448.7 446.2 4486.2 446.1 411.4
Weighted average number of shares (millions}) 447.6 446.2 446.1 439.9 358.3
Market capitalisation as at 30 June {Smillions} 1,669 1,392 1.343 2,163 1.884
Number of shareholders as at 30 June 62,663 73.223 90,889 109,011 109.128
Employee numbers as at 30 June 9,502 9.672 9,369 9,666 4.828

{1} Reported under AIFRS.
{2) Includes once only benefit of entering Austratian Tax Consolidation regime of $77 million.
{3) Sales revenue is net of trade and settlement discounts.

{4) Paper Manufacturing includes Tudor Group from the Corporate segment and Spicers Office Paper
Jrom the Merchanting and Paper Trading segment.
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Who we are

Paper is who we are and what we do,
and we've been doing it for quite some time. While listed
in April 2000, the businesses that make us what we

are today bring a wealth of history and experience

to the PaperlinX Group. In Australia, some of these
businesses have been making paper since 1937, while
in Europe, others have been distributing paper since
the 1600s - really!

Today, PaperlinX operates businesses across

27 countries: local businesses, worldwide. We are
the world’s leading fine paper merchant and a unique
Australian manufacturer of communication and
packaging paper. We have the widest geographic
distribution of any paper company, anywhere...

and the one thing that draws our 9,500 employees
together? You guessed it — paper.




ISO International standard paper sizes

AQ

Al A2

Ad

A6

A7

Paper sizes

AQ - 840 x 1189mm
Al - 594 x B40mm
A2 - 420 x 594mm
A3 - 297 x 420mm
Ad - 210 x 297mm
A5 -148 x 210mm
A6 - 105 x 148mm
A7 - 74 x 105mm
A8 - 52 x 74mm
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Highlights 2007

» For the third consecutive year, PaperlinX satisfied the requirements of the
FTSE4Good Index Series by meeting globally recognised corporate responsibility
standards of social, ethical and environmental performance.

Data was collected across our merchanting and manufacturing operations for a
Sustainability Action Plan, to quantify the Group's global environmental impact
and provide baselines for further improvements.

* An emissions inventory was completed at the four Australian paper mills
to better understand our environmental impact. incorporating the current
upgrade of the pulp mill at Maryvale.

The first shut relating to the upgrade of the pulp capacity at Maryvale was
completed over June and July 2007. When coempleted, the new bleach plant
and pulp mill will provide further improvements in environmental performance,

= For the first time we participated in the international Carbon Disclosure
Project survey and the Australian Greenhouse Challenge Plus Programme.

* A number of our operations in Australia, Austria, Belgium, Canada, Germany,
Hong Kong, Italy, the Netherlands, UK and the US, maintained their Forestry
Stewardship Council chain-of-custody certification, confirming their ability
to trace paper back to an approved sustainable fibre source.

Over the past six years we have successfully reduced our overall Lost Time
Injury Frequency Rate (LTIFR) from 9.8 to 5.8. a 40 per cent reduction;
and 42 per cent of our operating companies worked the whole year with
Zzero injury incidents.

* A common set of PaperlinX Values are being developed in consultation with
colleagues throughout our businesses, to enhance our organisational culture.

» The Speak Up business conduct programme was launched globally
to all employees.

¢ The Strategic Selling Programme was rolled out to senior sales and marketing
managers from around the world.

What sustainability
means to PaperlinX

Sustainable development is most often defined

as ‘meeting the needs of the present without Contents

compromising the ability of future generations

to meet their own needs’. For PaperlinX and Chief Executive’s comment 1

its operating companies, this means achieving Our business 2

sustainable economic growth that is of benefit

to present and future generations of employees, Our vision and strategy 3

shareholders and customers without detrimentally Sustainability charter 4

ﬁl’gtlzgglga;t;-resources or biological systems Developing our people and culture 5
8

Our community commitment

Report Scope

This Sustainability Report covers the operations of
PaperlinX Limited's businesses and its social and Glossary IBC
environmental commitments for the period July 2006

to June 2007. We aim to breadly report against the

Global Reporting Initiative (GRI) a set of guidelines for
sustainability reporting that encourages tracking and
measuring performance through disclosure. All data
reported has been collected and validated through internal
financial and envirenmental management systems and

is available for auditing purposes.

Managing our environmenial footprint 10




Chief Executive’s comment

.
l

Tom Park, Manalgiljg Dir¢etor and Chiel’ Executive Qfficer
. . A sl _

i L L [ 1.

As our industry transforms in challenging market
conditions, we must develop and retain our best
employees and continue to attract new talent so
that we have the right blend of organisational skills
to build a long-term sustainable business.

In the last year we strengthened our organisational
culture by beginning to develop The PaperlinX Values,
and to distil the common beliefs that set us apart and
enable us to realise our goals together. We encouraged
leadership and entrepreneurial skills to flourish by
expanding our range of professional development

and training programmes. We have looked at ways

to improve the diversity of our workforce in areas
such as gender, education and work experience.

And we have made good progress in supporting the
personal safety, health and wellbeing of all cur people.
While our safety record has improved dramatically
over the last six years, in 2007 our safety performance
reached a plateau. Now we need to re-double our
efforts to achieve the next step improvement.

Given the size and complexity of our business,

our challenge is how we respond to the current
environmental debate regarding climate change and
pollution and manage our use of natural resources.
The widely-held view is that the production of
greenhouse gases is having a significant impact on

the environment, and we cannot wait for the climate
change debate to be resolved. Manufacturing is an
energy intensive business, and distributing paper

also uses energy.

As a business it makes good sense, both from an
economic and philosophical perspective, to look for
ways to fully understand and reduce our environmental
impact where possible.

So we have spent the past two years conducting a global
sustainability audit at both mill and merchanting sites
to determine benchmarks. Some details of this survey
are published here for the first time, along with the data
of the greenhouse gas emissions inventory completed at
our four paper mill sites in Australia.

This is a step forward for our business. But we are
treading slowly when it comes to setling absolute
emission targets. With the upgrade of the Maryvale Mill,

Across the PaperlinX Group,

we are facing some challenges
that have the potential to imnpact
our long-term sustainability as
a successful business. These
challenges also present us

with great opportunities to do
something that makes a real
difference in the areas where

we have control.

T
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our manufacturing capacity is expected to expand

from 2009. So, we are focusing on understanding

our impact and making our existing businesses more
environmentally efficient. We are working through the
complexities of determining the carbon footprint of our

operations and the carbon impact of the products we
make and distribute.

We are making sure that our claims of environmental
improvements come {rom real changes, and not from
marketing spin.

Another challenge we face relates to the reputation
of paper produncts.

A commonly held opinion is that paper is not
environmentally acceplable because its production
requires tree harvesting as the main source of fibre.
This neglects the facts that forestry today is carried
out sustainably and responsibly, giving us a renewable
natural product that can be recycled. So we are doing
more to reassure our customers and the general public
that our fibre sources are sustainable. Our products
with environmental credentials are proving to be a
popular choice for customers.

The use of paper and print is changing due to advances
in technology, such as the increasing use of electronic
communication and storage of information. Increasingly.
we are seeing the push lo ‘go virtual’ being presented

as better for the environment with little consideration
given to the environmental impact of technology. Is the
concern real or simply a cost cutting measure? We are
doing more to provide balance to the debate about the
environmental impact of paper from cradle to grave.

[ want to thank everyone involved in contributing to our
achievements over the last 12 months and look forward
to receiving your feedback on this report.

{._ J o

Thomas P Park

Managing Director and
Chief Executive Officer




Our business

Total Revenue - $7,839 million

Australia,
Merchanting 87% NZ and Asia 14% /

North America 15% /

Manufacturing 13% /

Percentage calculated before intercompany eliminations

Employees - 9,502

Australia,
NZ and Asia 8% /

\ Merchanting 79%

North America 17% /

Other l%/

/ Manufacturing 20% /

Operations
Countries

Sites
Manufacturing sites

Financial profile
Total revenue (ASm)

Earnings before
interest and tax (ASm}

From Paper to Packaging and More...

Around the world, it's our business to
deliver the papers our customers want.
We operate different businesses across
27 countries: local businesses with
worldwide links.

We distribute and manufacture high-
quality fline paper used in offices as well

as specialty papers used in brochures,
magazines, annual reports and other
business applications. We also manufacture
packaging papers for converting into
corrugated cartons, paper bags and other
packaging materials. And we are expanding
our offerings in sign and display and
industrial packaging and graphics.

The companies that make up PaperiinX
today have a long history in paper. In
Australia. some businesses have been
making paper since 1939 and, in Europe,
others have been distributing paper since
the 1600s.

What we offer our customers is more than
a sheet of paper. It's a valuable suite of
services including competitive pricing,
quality, reliability, choice, availability

and delivery.

We have a vested interest in developing a
sustainable business model and providing
leadership, particularly in the environmental
area, for the future success of our business.

Sales volume [before

commission sales}

("000 tonnes)




Our vision and strategy for sustainability

For the PaperlinX Group, sustainability means
achieving sustainable economic growth that is of
benefit to presen{ and future generations of employees,
shareholders and customers. without threatening the
resources or biological systems of the world we live in.

In reality, this means that to maintain our company's

growth we must focus on these three areas:

« economic sustainability - the successful performance
of our business model;

+ social sustainability — meeting society’s expectations
of our responsibilities to our employees and the
communities in which we operate:

« environmental sustainability - managing natural
resources wisely in a bid to continually improve
our environmental performance.

OQur business has been built on paper which is a
sustainable product made from a renewable, natural
resource that is completely recyclable. These unique
product features have become increasingly important
to envirenmentally-consclous consumers the world
over. And as a manufacturer and distributor of paper,
we have certain responsibilities. We explain our
commitments in our Sustainability Charter, which
was launched in 2004.

Our business 1s founded on mutually benelicial
relationships and partnerships with a range of
stakeholders (diagram below) and through the
Charter we have committed to open dialogue,
ethical behaviour and good business conduct.

Investors Suppliers

Environmental
NGO
Groups

Employees

Comnmnmities Customers

Goyernment
Authorities

h

Making Sustainability a Reality

For PaperlinX, the search for a balance between cost
constraints. social impacts and ecological performance
has driven our businesses to take the route of
continuous improvement with a focus on making

real and effective changes to the way we operate.

Supporting our sustainability commitments is a
management and governance framework that involves
all levels of the company from the Board through to
operational teams.

Good performance in occupational health and wellbeing,
safety and the environment are key strategic issues

for PaperlinX. A Board Committee consisting of four
Non-executive Directors convenes with the Managing
Director and the Group General Manager Environment
Safety and Healih, on a quarierly basis to consider
safety and environmental issues that may have
strategic, business and reputation implications

for the Group.

This Safety and Environment Committee reviews
policies and menitors compliance; assesses
management systems, standards and practices;

and reviews significant incident investigation reports.
The Commitiee also regularly visits sites within the
Group in order to gain first-hand knowledge of
operations and performance.

During the year the Commitiee visited the Wesley Vale
Mill in Australia, reviewing the mill's Strategic Plans,
the environmental performance, and the Search for the
Future process and safety strategies. The Committee
also visited the PaperlinX Canada headquarters in
Toronio and other North American siles to review
environment, safety and health (ES&H) management
and the integration of the Cascades group of companies
into the PaperlinX ES&H programme.

Global Environmental Management Approach

The Company has a multifaceted approach to
environmental management that is underpinned by
an Operalions Management System (OMS) as well
as identifying and implementing strategic priorities.

The OMS provides a framework for managing ES&H
through performance requirements for all operational
activities. These cover risk management, legal
compliance, improvement, roles and responsibilities,
training and compliance, communications,
documentation, operational control, emergency
response, contractor management, incident reporting,
record keeping and auditing.

In addition, we identified key strategic priorities for the
2006-2008 period that will add significant value to the
Company's ES&H management. Mosl of these priority
projects, some outlined in this report, have been or
are nearly completed and. in early 2008, the ES&H
community and the Board Committee will develop

the next Strategic Plan for the 2008-2010 period.

Environmental Management in Manufacturing

In addition to the OMS, each of our four paper

mills in Australia has a site-specilic environmental
management system (EMS) that provides the processes
and procedures for compliance with environmental
requirements. These include site-specific licences

that are issued by Australian Federal and State
Governmenis as well as standards and codes

of practice.

Each site's EMS complies with the International
Standard 1SO 14001 for environmental management,
which is the leading standard for manufacturing sites.
Performance against the EMS is assessed by external
auditors SAI Global and Det Nerske Veritas (DNV].
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Sustainability Charter

PaperlinX is a leading international paper distribution and manufacturing company
with a commitment to delivering long-term sustainable returns and environmental
and social benefits for all our stakeholders. In so doing. we seek o add value for our
customers, employees, the communities in which we operate and for our shareholders.

in pursuit of these commitments. we recognise that our products and operations have
an impact on the environment and that we must continually improve our performances

across a range of areas (o deliver the sustainable returns to which we aspire. 2

Our fundamental commitment globally is to not only ensure that as a minimum we
comply with the laws of all the regions in which we operate, but we also seek to go
beyond just compliance with a range of positive {nitiatives.

Our commitments in relation to the environment, our employees, our communities

and our suppliers are explained below.

Environment

We will provide product options to satisfy
the needs of our customers and will ensure
that we provide information to allow our
customers, neighbours and the public to
make informed choices about our products
and their environmental credentials.

At PaperlinX, we are committed to
continuously reducing our environmental
footprint in measurable ways. Our operations
seek, wherever possible, to reduce resource
use (such as energy, water, fibre and
chemicals) efficiently by increasing recycling
opportunities and reducing waste output.

We are committed to regularly monitoring
these improvements.

Employees

Our objective is to be the ‘employer of choice’
in which all members of our workforce are
treated with respect and employed within
strong principles of equal opportunity,
ethical behaviour and transparent
management practices.

At PaperlinX, we are committed to providing
our employees the opporlunity to grow and
develop within a safe workplace wherever
they are located.

Communities

We will support the communities in which
we operate in ways that make a positive
difference and will maintain an open
relationship with these communities,
report on our performance and make this
information readily available to the public
as well as customers.

In addition, we will also recognise our
corporate role in assisling our employees to
make individual and collective contributions
to improve aspects of the communities in
which they participate.

Suppliers

We are committed to proactively encouraging
our suppliers to improve their environmental
performance by insisting they act in a legal
and sustainable fashion and are committed
to contimious improvement.

Customers

Our commitment to our customers extends
beyond satisfying them with excellent service,
knowledge and technical support. Helping our
customers understand their paper choices is
one henefit we can deliver. We will provide a
range of product options with environmental
credentials and useful product information
guides, making it easier for customers to
make an informed decision.




Developing our people and culture

Achievemenl?s :2007

Developing organisational values through

a consultative process across businesses.

Developed HealthlinX, a global health and wellness

initiative for employees.

¢ Implemented Vehicle and Traffic Risk Reduction

Programmes at all manufacturing and warehouse

sites to reduce accidents.

Rolled-out the Strategic Selling Programme globally

to key sales staffl and developed a programme for

customer service staff.

* Trained more than 95 per cent of the 4345 employees
engaged in manufacturing and warehousing/logistics
in more than one health and safety discipline.

¢ The Search for the Future safety initiative at Maryvale
Mill has been replicated and implemented at our
Tasmanian operations.

* Launched Speak Up, to employees globally, to

promote good business conduct.

Updated the competition law compliance training

programme online to improve employees’

understanding of Trade Practices.

* Launched a Graduate Programme in Australia

to attract diverse university graduate talent.

Underpinning everything we
do at PaperlinX are our people.

They give our company a unique
competitive advantage. Creating a
strong and cohesive culture and

a safe working environment is a
priority for us. We support people
to work to their best and continue
to provide opportunities to make
this the high point of working life.

A Shared Culture

Our operations have developed through a series of
acquisitions, transforming independent businesses
into a global network of companies linking across

27 countries with many employees, diverse languages
and backgrounds. While this is one of our competitive
strengths, the organisational breadth is challenging
when we need to work effectively together.

To encourage team work, we bring global teams
together to address common best practice opportunities
and provide individuals with opportunities to work

in different countries on short-term and

long-term assignments.

' :
Goals 20:08
* Integrate The PaperlinX Values throughout
the organisation with support of regional
management teams.

* Improve workflorce diversity through employee
consultation and delivery of a Diversity
Awareness programime.

* Broaden accessibility of the competition law
compliance training programme by making
it available in different languages.

« Regional roll-out of HealthLinX programme,
including voluntary employee health checks.

« Obtain a further 10 per cent reductlion in
medically treated and lost time injury rates.

* Measure cmployee engagement through a series
of communications and dialogue.

¢ Launch the Internal Selling Programme to key
customer service staff.

* Roll-out the next phase of the Leadership
Development Programme.

* Complete another workforce capability review
to ensure alignment with changing business
priorities and identify a global talent pool of
future business leaders.

In the last year we strengthened our organisational
culture by beginning to develop The PaperlinX Values

to distil the common beliefs that set us apart and enable
us Lo realise our goals together. The values respect
existing local business values and recognise the
additional global element of the broader organisation.
Together with our Core Operating Principles they

will guide decision-making and provide a directional
framework for everyone al PaperlinX. The values will

be launched ¢ employees in the coming year.

The way we conduct ourselves around the world where
we operate, reflects on our reputation and the way we
are regarded by colleagues. customers, suppliers and
the wider community.

Compliance is one of the Company’s Core Operating
Principles and two initiatives were rolled out globally to
our employees to improve business practice. In addition
to the relaunch of Speak Up (see case study), the
competition law compliance programme was improved
to help employees understand the regulatory and
legislative environment. The programme now involves
online training and face-to-face presentations relating
to Trade Practices.

Engaging our People

One of the greatest challenges is providing relevant
and meaningful information for our diverse businesses
worldwide. Business strategies, new initiatives and
achievements are regularly communicated in a range
of different ways: the popular conneXions quarterly
employee magazine is published in five languages:
regular team briefings: email alerts; video messages:
and websites are made accessible for all employees.




Developing our people and culture

We are seeking more feedback from employees on all
aspects of the employment cycle through the use of
internal surveys and employee focus groups. The new
‘Your Voice’ employee survey was launched during
the year in Australia, New Zealand and Singapore
and results will be available soon. In the year ahead,
we plan to measure the level of employee engagement
through a business-wide consultative process.

Strengthening our Leadership

As PaperlinX grows and changes to meet customer
needs, we need to ensure we have the right blend

of talent to build a long-term sustainable business.
This means understanding and developing our
people. We have been mapping succession plans

for the leadership group and, in the coming year.
will establish a global talent pool for future business
leaders. During the year, we also developed the next
phase of the Leadership Development Programme.

Learning and Development

The development of the people who work at PaperlinX
is a key priority in maximising our performance.

We invest heavily in providing a variety of internally
and externally led programmes; some are coordinated
globally such as the Leadership Development
Programme and the Strategic Selling Programme,
while others are led by the regional businesses.

During the year. we roiled out the three-day Strategic
Selling Programme to more than 500 sales people who
manage major accounts in Australia, New Zealand and
North America, and commenced implementation in
Europe. The programme aims to impreve the skills

of sales teams and create a value-added sales culture
linked to our strategic objectives.

What we are doing

Speak Up Campaign

One of the toughest challenges for anyone who witnesses
improper conduct at work is what to do about it and where
to go for support. The Speak Up programme helps our

In Australia, New Zealand and Asia numerous training
programmes include LeaderlinX 1 and 2 to develop the
skills of new and emerging managers, and the Managing
for Success programme to give staff confidence for
performance conversations.

In each of the 27 operations forming Europe, a wide
range of programmes are available to provide our 5,000
employees with the opportunity to fulfil their potential.
Some examples include: Financial for Non-Financial
Managers (The Paper Company, UK)], People First
Personal Development Programme (Howard Smith, UK),
Leaders Today (Robert Horne), Presentation Skills/
Public Speaking (Italy, Denmark) and Strategic
Thinking. Acting. Selling (Germany).

Across North America, the focus is on rolling out the
Strategic Selling Programme, Customer Relationship
management iraining and Leadership Development.
Training is also linked to the Customer Service Charter
which is focused on exceeding customer expectations.

Improving Diversity

We implemented a Future Workforce Management
Plan, reviewing workforce planning requirements as
part of a ‘people capability’ review process linked to
our businesses’ strategic priorities. This identified the
anticipated skills and capabilities we require in our
workforce. and in the coming year we will seek further
feedback on our diversity needs. At the same time, we
will be developing and delivering a Diversity Awareness
programme across the Company.

|
employees keep their workplace safe. fair and honest. A global
communication campaign was launched in February to remind
everyone about the confidential reporting service that provides
anonymity and protection, Employees can raise concerns by
contacting Speak Up using an international 24 hour telephone
helpline or a multilingual online website, email or fax option.
A new printed booklet, PaperlinX Employee Guide to Business
Conduct, was published in English, Dutch, French, German,

| Italian and Spanish and distributed to employees worldwide.

i Online resources are available on our global extranet website.

I




Managing Workplace Safety Challenges

Achieving our goal of zero accidents and injuries is

a challenge. Over the past six years we successfully
reduced our overall Lost Time Injury Frequency Rate
(LTIFR) from 9.8 Lo 5.8, a 40 per cent reduction, and
our Medically Treated Injury Frequency Rate (MTIFR)
from 25.7 to 13.4, a 48 per cent reduction. This year
42 per cent of all of our reporting companies worked
the whole year wilh zero injury incidents. We did

not, however, meet our target of a further five per cent
reduction in both measures, In 2007 our safety rates
reached a plateau and now we must re-double our
efforts to achieve that next step change.

We also report that one of our employees was
unfortunately injured onsite in Adelaide, South
Australia, and the regulater fined the company $5,500
for failing to implement a safe operating procedure.
This was the only conviction for a PaperlinX business
during the year.

Managing Occupational Health and Safety (OH&S)

at PaperlinX has always involved a tripartite approach
of focusing on the physical environment {our buildings,
machinery and equipment}, the systems we use

{our management system, our safe operating
procedures and internal audits) and the cultures

and behaviours of our organisation. Over the past six
years we have acquired many businesses and helped
them to successfully improve their health and safety
performances. To achieve the next step we will need to
improve our efforts in the cultural area to bring ahout
effective behavioural change.

Checking our performance is fundamental to our
promise of continucus improvement and improving
our safety. We monitor safety statistics and undertake
regular audits (usually biennial} against our system,
written procedures and instructions, to check that
our sites comply with applicable legislation, company
standards and expectations.
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In addition, external audits were conducted at our paper
mill sites for the certification of their safety systems, in
our Victorian sites for self insurance purposes and the
Maryvale Mill site for the renewal of its Major Hazard
Facility licence. In all cases the various licences,
certifications and insurance status were confirmed.

The strong focus on safety training continued. In

the last year, more than 95 per cent of all the 4,345
employees directly engaged in manufacturing and
warehousing/logistics received training in more than
one of these subject areas.

Promoting Health and Wellness

For PaperlinX to be a sustainable business, we must
proactively manage the health and wellness challenges
in all our businesses, and invest in protecting our
employees’ health. During the year, we developed
HealthLinX. a new global health and wellness initiative
for our employees, which will be rolled cut in the coming
year. We plan to provide a voluntary and confidential
personal health check for every employee around the
world, make useful health information available, and
measure the programme’s impact.

‘Members of our ESH team conductéd ‘ :
84 internal safety audits at sites | | i
around the world to help improve . . !

our safety performance.’ !
Andrew Jackson. [Group General Manager ES&H. |

Total Number

MTIFR 13.4

at 30 June 2007
B




Our community commitment

Contributed $1.16 million, to a range of local
pregrammes and non-profit organisations that
support communities around our business sites.
Continued to build constructive relationships with
environmental groups such as World Wildlife Fund
[(WWTF) in Australia, the UK, Europe.

Continued our dialogue with key stakeholders near

our mills through Community Consultative Forums.

Reviewed community investment activities and
identified challenges and opportunities, as part
of developing a framework for a global community
relations programme.

Began developing charitable funding guidelines

to assist our businesses with their community
support programines.

Developed a system to improve the identification and

measurement of commmunity investment activities
across operating companies.

In 2006/07 our global community investment was
equivalent to 1.45 per cent of our reported profits,
a 28 per ceni increase compared to last year,

PaperlinX has a made

a broad commitment to
support communities in
which it operates, through
its Sustainability Charter.

The PaperlinX Community Partnership Model

Paper
Donations

AR i
" - |

Goals[ '26?08‘ ' !
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Roll nut a global community investment model

for businesses to adopt as required.

* Launch a pilot employee workplace giving
programme in Australia and evaluate its
success for implementation in other countries.

¢ Identify new community partnerships for
PaperlinX corporate division to support.

* Review our practices of allocating funds
to a range of non-profit community groups
and organisations.

* Coordinate an Australian-wide employee
community support event.

* Develop a metric for valuing paper donations

to charitable organisations.

Working with Communities

With four paper mill sites in regional areas of Australia,
our operations provide employment and positive
economic sustainability for rural communities in
Victoria, New South Wales and Tasmania. We work
with nearby communities on continuously improving
our environmentatl performance, we host regular
public tours and open days. we have open dialogue
with environmental groups and we support local
community organisations.

Our many operating companies around the world also
provide a broad range of community support; either
through charitable contributions of cash and paper,
commercial sponsorships for industry support,

Chasi Community cause-related marketing initiatives and employee
ngl? ggxlll;tions %Olgggﬁ:ﬂve involvement activities (see the PaperlinX Community
{Humanitarian Relief) Committees) Partnership Model). All of these activities are led by

o 8

Community

Employee Industry
Involvement Support
(Fundraising {Awards
& Volunteering) & Training)

Partnerships with
Non-Profit Organisations
[Charitable Donations &
Cause-related Marketing)

local management.

Community Relations

To better understand the needs of the communities
we are part of, and also to obtain feedback on our
operations, we have a Community Consultative
Forum at each of the Company’s four Australian
manufacturing mills. These long-standing forums are
made up of people representing diverse organisations
who have an interest in the mills' operations.

These groups participate in the development of an
Envirconmental Improvement Plan that forms part

of a site’s overall Environmental Management Plan.
These plans address issues such as odour reduction
and improvements in water and energy usage at the
mills. The groups are a valued part of the overall
communications between the Company and the
communities in which we work.




What we are doing

Paper delivers messages of hope and inspiration
For several years, PaperlinX has supported the work of
Breast Cancer Network Australia as they empower, inform,
represent and link people whose lives have heen affected
by breast cancer.

We donate the paper to publish The Beacon and The Inside
Story, a quarterly magazine and supplement which reaches
out to 30,000 Australian women diagnosed with breast
cancer. The publications provide information and
inspiration to help women through their breast cancer
journey. Later this year, our Australian merchanting

and manufacturing sites will hold ‘Pink Lady’ morning
teas to supporl fundraising for Australia’s Breast Cancer
Moenth. And our paper merchant, Spicers Paper, is

helping to streamline their paper purchasing for their
printing requirements.

left: Kirsten Pilatti and Lyn Swinburne from the BCNA.

A range of briefings were held during the year to
provide Australian environmental groups with the
latest information on the environmental performance
of our paper manufacturing operations and the
products produced.

Community Partnerships

We are currently finalising a framework that will provide
a more relevant community strategy and will assist our
operating companies with huilding stronger community
connections. We believe our community support is

in line with the size and profitability of the PaperlinX
business. Qur challenge is to improve measurement
and reporting of our community activities across all
our operations, In particular, we are working to develop
a metric to value the tonnes of paper that we donate

in kind every year to charitable organisations.

Qur key areas of support are learning and creativity,
the environment, and health and wellbeing. Some
examples of the range of our community support
worldwide include:

* Australia’s Maryvale Mill Y-Linx Sponsorship
Programme is a local community grants programme
in Victoria that is managed by an employee-led
committee that meets quarterly to review applications
from local non-profit organisations for funding and
paper donations.

« Robert Horne Group's three-year partnership
with Marie Curie Cancer Care UK was selected by
employees as the single charity of choice. Proceeds
from employee fundraising are also donated to
the charity.

» Coast Paper in Canada supports the United Way by
matching employee donations. United Way provides
the infrastructure for community giving and relies on
employees to champion fundraising activities within

their company. [n addition, the annual Coast Paper

Christmas Drive collects donated gifts to benefit

around 9,000 people in need.

* Spicers Paper Recreate programme with Landcare
Australia is a ‘cause-related marketing initiative
that funds rehabilitation of ex-landfill sites through
a perceniage of sales of Tudor RP 100% Recycled
paper. Employees and customers volunteer for
working bees.

Getting Involved

Across our businesses, the spirit of giving and
involvement is strong with employees who assist in
raising funds and volunteering for local events and
good causes, Whether it is supporting selected charities
through workplace fundraising, donating gifts for
underprivileged children, or entering a team into a
cancer charity triathlon, PaperlinX and our people

are proud to support the communities we are part of.

Supporting Design and Printing Communities

Many businesses are actively involved in providing
paper education and supporting the professional
development of the design and printing communities.
Spicers Paperpoint School in Australia and Robert
Horne's Know How Academy in the UK are two

such examples.

Our businesses are involved in creating a range of
industry awards to support excellence in print and
design for professionals and students, Saxton Scholars
is Australian Paper’s annual competition that supports
communication design education across Australia

for tertiary students. In the UK, Howard Smith Paper
Group held their first Graphic Design and Print
Awards this year, to promote the value and benefits

of graphical communications.

And we work together with a number of industry
groups in Europe, North America and Australia to
tackle specific issues that arise.




Managing our environmental footprint

Achievements 2007

+ Completed the Sustainability Action Plan to
quantify the Group’s environmental impact.

+ Completed an emissions inventory at the four
Australian paper mills to better understand
the environmental impact of our operations.

» Achieved a 2.5 per cent reduction in raw water
used per tonne of production at Maryvale Mill
through recycling and efficiency efforts.

¢ Extended the environmental, safety and health
requirements for PaperlinX paper suppliers by
including Key Performance Indicators in every
strategic supplier agreement.

+ No significant breaches or non-comphance
with environmental regulations.

+ All manufacturing sites maintained 150 14001
certification.

¢ Maryvale's pulp mill and bleach plant upgrade
is progressing on track.

s Participated for the first time in the international
Carbon Disclosure Project survey, reporting on
our environmental efforts and performance.

Today, our long-term commitment
to the environment through

many initiatives is evidence

that sustainability can deliver

real benefits at many levels.

The Company is committed
to responsible environmental
ement as laid out in the
PaperlinX Sustainability Charter
and our global Environinental
Policy. We seek to continuously
improve our environmental
performance in measurable ways.

* Analyse the results of the Sustainability
Action Plan to determine our environmental
performance and from these baselines, develop
goals and strategies to improve performance
across the Group.

+ Better understand and quantify the impact of
transport energy relating to our logistics and
distribution operations globally.

» Assist business operations to better quantify
their environmental footprint.

» Work with Forestry Tasmania to determine if
suitable forestry sources can be achieved for
environmental accreditation.

* Demonstrate environmerntal leadership by
achieving environmental certification for
key products.

» Continue to progress works on the new bleach
plant and pulp upgrade at Maryvale Mill in
Victoria, Australia.

Our Environmental Performance

PaperlinX owns and/or operates marny sites around the
world including large paper mills, light manufacturing
sites (including envelope and stationery manufacture,
packaging and paper conversion), warehouses and
offices. In addition, the company's logistics operations
through transport and distribution efforts range

from being fully owned, leased and fully and/or

partly outsourced to third party operators.

While there are numerous environmental issues that
impact on our company as well as our suppliers and
customers, the current focus is on three critical areas:
« Energy use and carbon footprint (greenhouse

gas emissions)
« The use of natural resources, such as water and fibre

¢ Waste reduction and recycling




Energy Use and our Carbon Footprint

Manufacturing is an energy intensive business

and storing and transporting paper also uses energy.
Our first Sustainability Actien Plan, completed during
the year, will enable us to quantify our enerdy use and
its environmental impact so we can develop goals and
strategies to improve performance.

Benchmarking our Performance

Over the last two years, PaperlinX has acquired,
integrated and divested a number of business sites,
so the challenge has been obtaining and analysing
a comprehensive and comparable annual dataset
from 2005 to 2007.

Making comparisons is complicated by the different
types of energy use across our global business
infrastructure {excluding transport and logistics),
which include electricity, gas (natural and LPG).
coal, fuel oil and diesel.

‘;C'l-'mrt 1. E-l-lergy; Uée :from Fossil Fuels by Busii’iess

And in different countries, the electricity is generated
from a number of sources (gas, coal, wind, hydro
and nuclear) with varying environmental impacts.

However, by defining our parameters, we have been
able to quantify the energy use for power and steam
production, lighting, heating and cooling across our
global operations in merchanting and manufacturing
as set out here.

Last year, we set ourselves a target of reducing our
energy use by 2 per cent. The data comparison is
difficult because of acquisitions and disposals: however,
we can determine that our electricity use was reduced

by 1.8 per cent and gas use by 0.6 per cent (see Chart 1).

- -_éal;eri\'l;nufactl;ﬁng - Austra;aéia; " ~‘il";1—r—o‘1;ea1f -Nwo;t_l;_Amiericiran 7 7 }
(Australia) Merchants Merchants Merchants Total |
Purchased Elect (MWh) Reduced by
20052006 543,522 14,920 16,809 11,702 586,953 '1.80/0
2006-2007 535,089 5,733 14,147 12,308 575,583 s
Gas (GJ) Reduced by
2005-2006 7.573,767 22 51,547 4,520 7.629.856 60/0
2006-2007 7,507,664 20 65,143 19,332 7,592,159 .A__Llf S
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What we are doing

truck for suitability in its transport fleet.

issues and their business relevance.

the environmental impacts of packaging waste.

The PaperlinX Head Office in Melbourne has reduced demands on lighting
and is exploring renewable energy sources such as solar panels.
One of our UK paper merchants, The Paper Co, is trialling a 7.5 tonne electric

On World Environment Day, employees are encouraged to Rethink how
they can make a difference at the office. through recycling office paper.
turning off computer screens, whitebeards and lights when not in use.
In the UK. Robert Horne Group launched two Environmental Know How
training courses, to improve employee understanding of environmental

As a signatory to the Australian Government’s National Packaging Covenant
we produce an annual Action Plan to address our responsibilities to minimise

As a member of Paper Round. an Australian product responsibility
organisation for the office papers industry, we are developing a plan
to improve office paper waste management and reduce landfill.
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Managing our environmental footprint

Reducing our Impact

One goal outlined in last year's Sustainability Report,
was to quantify our primary energy uses from electricity
and gas. with the aim of also identifying opportunities
to reduce this use and our impacts.

There 15 much concern around climate change and the
production of greenhouse gases from many sources,
particularly energy generation and use. The challenge
has been to collect comprehensive numbers and
conversion factors for various forms of electricity and
other energy use, and their respective greenhouse gas
factors, from our global operations in a manner which
allows year-on-year comparisons.

PaperlinX is Australia’s largest paper manufacturer,
producing approximately 1,000 grades and weights

of paper that are used every day in Australian homes
and businesses. Our four manufacturing plants
localed in three states in Australia are major energy
consumers and provide both focus and opportunity
for environmental improvements. Given that our
paper manufacturing operations utilise approximately
90 per cent of our electricity use globally, we are
using the comprehensive Australian data obtained
from a greenhouse gas emissions inventory of our four
manufacturing sites to evaluate our carbon impact
and performance.

What we are doing

Harnessing Renewable Energy

Manufacturing and distributing paper is an energy
intensive business so we use renewable alternatives in
our energy supply mix. to reduce our reliance on fossil
fuels. Renewable energy is derived from sources that
cannot be depleted or can be replaced. and don't
produce greenhouse pollution.

In Australia. around 60 per cent of the energy used
at our four mills is from renewable energy sources
and 69.5 per cent of Maryvale Mill's energy input
in Vicloria is produced from waste materials (black
liguor, agricultural waste and sawmill residues).

In our merchanting businesses, we are exploring
opportunities for solar and wind power generation
at some office and warehouse facilities.

12

Every year, the manufacture of paper at our four
Australian mills utilises in excess of 12 petajoules

of energy (equivalent to the energy used by 250,000
households) and produces around 1.1 million tonnes
of carbon dioxide emissions from within the mill gates.

Using the metric of tonnes of carbon dioxide per
gross tonne of paper produced, over the last seven
years our overall Greenhouse Gas Emissions (GGE}
from Australian manufacturing have reduced by

14 per cent through energy efficiency opportunities
(see Chart 2).

Our Strategy Going Forward

Our sirategy to manage our environmental impact
includes identifying further opportuniiies for direct
energy reduction and reduced reliance on fossil fuels
and the reduction of waste disposal to landlfill. Fossil
fuels and landfill are major sources of greenhouse gas
production. While the Company is working to reduce
these quantities where we can, we have made significant
progress over the last decade. In the Australian
manufacturing operations, we have reduced energy
use from fossil fuels by 46 per cent over the last

25 years and we are already maximising renewable
energy sources such as biomass, hydroelectric

and wind power (see case study).

At PaperlinX, our programme is therefore multi-layered
and seeks to reduce all of these, in real, credible and
quantifiable ways.

Chart 2. G#‘eehhouse Gas :Em:issions - Paper Méx:mfacturing Il

Total CO,

emissions from

purchased
Gross electricity Greenhouse
Paper natural gas Gas Emissions
Production & fuel oil* {COz-e}/tonne
Year (tonnes) {tonnes) of paper
2000-2001 918,143 1.140,767 1.24
2001-2002 992,062 1.159.205 1.17
2002-2003 1.006.968 1.139.109 1.13
2003-2004 1.007.589 1,137,166 1.13
2004-2005 1.035,499 1.162,532 1.12
2005-2006 1.003.308 1.134,900 1.13
2006-2007 992,241 1.063.714 1.07

* Electricity. gas. futel oil and coal are our major imported
fossil fuel energy inputs and thus the major source of GGE.
In addition, GGEs are generated by transport energy and
methane production from waste.




As part of this commitment, Australian Paper is now a
member of the Greenhouse Challenge Plus, is registered
under the Australian Energy Efficiency Opportunities
legislaticn and is meeting various Ausiralian state
legislation requirements. including:
* The NSW Greenhouse Gas Abatement Scheme,
¢ The NSW Department of Energy, Utilities and
Sustainability Energy Savings Plan, and
* Victorian Environrment and Resource Efficiency
Plan requirements,

Each of these requires an independent assessment
of the company's environmental achievements.

There also are a number of additional programmes
underway to further improve our energy efficiency

and thus reduce our greenhouse gas emissions.

These include the upgrade of the pulp mill at Maryvale,
the replacement of the oil-fired boiler at Wesley vale
with a gas-fired boiler, the replacement of the coal-fired
boiler at Shoalhaven Mill with a gas-fired boiler and
reviews of the energy pinch points at each of the mills
to identify further opportunities.

These capital projects alone, once completed, will result
in an estimated reduction of carbon dioxide emissions
of at least 25,000 tonnes per annum, along with
reduced water demands, reduced nitrous oxide and
reduced particulate emissions.

Figure 1.

Greenhouse Gas Emissions ‘

per Tonne of| Paper Manufactured i
|

Figure 2.

Approximate Source of CO: Emissions

from Paper Manufacturing!
!

Transport Energy and hnpacts

In the coming year, we intend to accurately quantify
the energy use of distribution and logistics operations
associated with transporting fibre, pulp and paper
products. Throughoul our international operations
we use a mix of fully-owned and operated delivery
fleets {particularly in our UK and Dutch businesses)
and third pariy contracts and we are exploring ways
to reduce our fleets or run them more efficiently.

Some initiatives are already underway. In the

UK, by integrating our logistic operations into the
Delivery Co we have reduced the size of the transport
fleet and pilot projects indicate that the more efficient
use of the fleet will bring a reduction in carbon dioxide
emissions of 25 per cent. In Australia, the current
upgrade of our Maryvale pulp mill capacity will

reduce our requirements of imported pulp (25 per cent
currently - eucalypt and pine) consequently reducing
the indirect carbon ernissions associated with
transporiing the pulp to our Victorian site,

|
vk

Purchased
Electricity 30%

Natural Gas 42%
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Managing our environmental footprint

What we are doing

Water's Three Rs - Reduce, Reuse, Recycle
Water is essential for paper making. While the process

utilises a lot of untreated raw water, our Three Rs principle a2z

means that most of it is ultimately treated and returned
to the environment. Our largest mill, Maryvale Mill in
Victoria, draws an average of 64 megalitres of untreated
raw water daily from a regional reservoir. This year we cut
this daily water inflow by 2.5 per cent through continuous
recycling and efficiency innovations in manufacturing
processes. Changes to waler cooling processes and
replacing raw water with treated effluent in parts of

the mill are just some of the improvements that made

the difference.

Managing our use of Natural Resources

Apart from energy, the two other major components
required to manufacture paper are water and fibre.

Water Management and Recycling

Raw, untireated water is essential for paper making and
is used in a number of areas including the transport

of fibres through a paper machine. A long-lerm reliable
source of water is necessary for the production of paper.
The impact of both drought and changing rainfall
patterns in Australia has reinforced the importance of
our long-term strategic approach to efficiently managing
water usage at our mills in regional areas, where river
fiows and storages are under pressure.

Cur Three Rs water principle - recycle, re-use and
return -~ means we are doing all we can to reduce the
amount of raw water used in paper making. including
recycling every litre at least 5-6 times before cleaning
it and discharging it from the mills (see case study).

In the last 12 months our raw water used per tonne

of production across all our mills remained in line with
2006 (see Chart 3 and Figure 3). Gains from efficiency
programmes were olfset by changes in product mix to
more water intensive grades, but there were reductions
in actual water used at Maryvale.

Over the past 25 years, we have initiated measures
that have reduced our water use per tenne of paper
produced by 60 per cent at Maryvale. and we intend

to do more. This includes our plans to cut raw water
inflows by 12 per cenl at Maryvale, by using recycled
industrial and household waste water supplied by the
nearby Gippsland Water Factory. This year we also
participated in the Water Stewardship Forum held in
Melbourne, Australia, which aims to develop a standard
for responsible water use for commercial users.

Figure 3.
Paper Manufacturing Raw Water Use
(all mills) per Tonne of Paper (m®)

40.9

o —
00/01 01/02 02/03 03404 044065 0506 0607

Gross Raw Raw

Production Water Use Water Use
Year {tonnes} m? m3/tonne
2000-2001 918,143 39,297,530 42.8
2001-2002 992,062 38,096,430 38.4
2002-2003 1,006,968 37,513,401 37.2
2003-2004 1.007.582 40,046,000 39.7
2004-2005 1,035,499 41,643,128 40.2
20052006 1,003,308 40,266.768 40.1
2006-2007 992,241 40,578,722 40.9

Sustainable Fibre Sources

We are commitied to producing paper products in a
sustainable manner. One of the key issues for our
manufacturing operation is that the wood fibre
used in our paper products comes {rom sustainably
managed sources.

This fibre 1s sourced from sustainably managed
hardwood and softwoed plantations. sustainably
managed hardwood forests, and imported pulp and
waste paper. In each case (see Figure 4), PaperlinX
seeks evidence from suppliers that these sources are
managed for long-term sustainability and that at no
time is any of the fibre sourced from old growth forests.
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Sustainable Fibre Sources (total for all mills)
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* Querall reduction in wastepaper sourced is largely due to the
closure of Shoathaven 1 Paper Machine.

As plantation timber becomes increasingly available
within Australia, we plan to significantly reduce the
amount of fibre we source elsewhere. Over the last five
years at Maryvale Mill, our reliance on state managed
forest has reduced by 15 per cent, plantation eucalypt
fibre has increased by 75 per cent and wastepaper
has increased by 36 per cent.

The pulp operations at Maryvale are being upgraded
to make the site self-sufficient in pulp supply, thus
eliminating the importation of bleached pulp, and
increasing the pulp bleaching capacity. This upgrade
means that the use of fibre from state managed forest
for communication papers will be phased out by 2017.

Following independent verification for adherence to
Forest Stewardship Council's (FSC} chain-of-custody
processes, the Shoalhaven Mill and Maryvale Mill
operations retained their certification to FSC standard.
Accordingly, all wood fibre utilised in the manufacture

of the Company's speciality papers meet all FSC criteria,

as either FSC certified or FSC *Controlled Wood'

from well managed forests. Chain-of-custody is the
path taken by raw materials from the forest to the
consumer, including all successive stages of processing,
transformation, manufacturing and distribution.
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Waste reduction and recycling

Waste disposal in landfill sites decomposes and
produces methane gas which is more potent in
its greenhouse effect than carbon dioxide.

Through the Sustainability Action Plan, we are
currently trying to quantify the waste produced at

our merchanting and manufacturing sites, identify
reduction targets and find new ways to re-use and
recycle waste. This varies significantly from business to
business because of the different waste types produced,
i.e. paper, plastic, timber and wood by-products,
chermicals, steel, inks. The availability of recycling
opportunities and providers also differs in each of

the countries where we operate, making it difficult

to measure our performance on a worldwide basis.

Individually our merchanting warehouses are already
increasing the recycling of wooden pallets, paper

offcut waste and the plastic stretch wrap that protects
paper products. For example, at Roberi Horne's
national distribution centre in Northampton, UK,

over 1,000 tonnes of rubbish are created every year.

By implementing new recycling and waste management
procedures they increased their recycling rate from

30 per cent to 60 per cent over the past 12 months.

At Maryvale Mill, the waste bark from sawlogs is
supplied to a third party to produce garden mulch

and saltcake is reprocessed into a raw ingredient for
detergents supplying the Australian market. Other
recycling activities within our manufacturing operations
include reel cores, non-hazardous waste products,
ferrous metals, hydrocarbons and raw material
containers. We are also actively exploring alternative
options to landfill disposal waste of waste fibre at

our mills, using pyrolysis and soil amelioration.




Managing our environmental footprint

Our Products and the Environment

Through our Sustainability Charter, we are
committed to providing our customers with
product options that have strong environmental
credentials. Each of our businesses works
closely with customers to communicate the
high environmental standards of our products.

Products with Environmental Credentials

With community support for recycling and natural
products, there is growing demand for recycled and
environmentally certified paper stocks. While it is
commonly thought that the major benefit from paper
recycling is forest preservation, recycling efforts
contribute to reducing landfill waste and consequently
greenhouse gas emissions.

When it comes to manufacturing recycled paper in
Australia, we use more than 75,000 tonnes of waste
packaging and papers annually to produce the largest
range of fine papers with recycled content in the

Asia Pacific region. Recycled content ranges between
10 per cent and 100 per cent depending on the
intended use of the paper.

Worldwide our merchanting businesses are well
positioned to meet our customers’ environmental
requirements. Many of our businesses sell papers
bearing environmental certification such as the Forest
Stewardship Council (FSC) logo, which confirms the
FSC certified wood used in their production.

We produce ‘green paper guides’ and fact sheets to help
customers choose the most appropriate environmentally
certified paper grades for their paper needs.

Supply Chain Assurance
Qur paper merchants are the link in the chain, taking
products from mills to commercial printers, envelope
converters, stationers and resellers, corporate printers,
publishers and end users.

What we are doing

* Researching the manufacture and development of carbon

offset paper products.

= Our businesses conduct surveys and focus groups with
printers and other customers about paper requirements

and customer satisfaction.

+ This year, we launched the Ask for a Paper Bag campaign
in Australia to promote paper bags as an environmental

alternative to plastic shopping bags.
www.askforapaperbag.com.au

* Robert Horne Group UK worked with the World Wildlife

Fund’'s Forest and Trade Network to develop an action
plan for responsible paper purchasing.

s Many of our businesses support FSC information events
to raise awareness of environmental certifications in the

design and printing indusiry.

We believe that it is important to be able to demonstrate
assurance that the wood fibre used in the paper sold

by our merchants is sourced from sustainably managed
forests. We support independent certification systems,
such as the FSC accreditation process and the
Programme for Endorsement of Forest Certification
[PEFC) because they provide assurance to customers.

A number of our paper merchants in Australia.
Austria, Belgium, Canada, Germany, Hong Kong,

Italy, the Netherlands, the UK and the US have achieved
the internationally recognised FSC chain-of-custody
certification, confirming their ability to trace paper
back to an approved sustainable fibre source.

Working with Our Major Paper Suppliers

With a business that spans many countries and

provides hundreds of paper products, no one

certification system will be appropriate for all products,

To ensure thal we can provide certainty to customers,

PaperlinX has documented environmental, health and

safety requirements that our major strategic paper

suppliers must conform with. The requirements include:

» compliance with all regulatory requirements in
the countries in which the supplier operates;

+ gstablished environmental management systems
(EMS) and independent third-party certification
of these systems;

+ independent third-party certification of appropriate
sustainable forest management standards. This could
include FSC or PEFC as well as a range of other
certification systems; and

» annual reporting by the supplier to PaperlinX
against these areas.
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Glossary

CO:

Carbon dioxide is the main greenhouse gas that results
from burning petrol, coal, oil and natural gas.

Carbon Offset

The act of counterbalancing (‘offsetting’) greenhouse gas
emissions produced by undertaking emission reduction
projects. Common examples are renewable energy,
energy efficiency and forestry projects.

Coated paper

Paper with a uniform application of a coating to provide
maximum smoothness and ink holdout in the printing
process. The coating (a mix of clay or carbonates and latex)
is applied in separate coaters or in the paper machine.

Corporate sustainability

A business approach that creales long-term shareholder
value by embracing opportunities and managing risks
deriving from economic, environmental and social
developments, and maintaining global competitiveness
and brand reputation.

Environmental Footprint

For an industrial setting, this is a company's environmental
impact determined by the amount of depletable raw
materials and non-renewable resources it consumes

to make its products, and the quantity of wastes and
emissions that are generated in the process.

Fibre
The raw material for the manufacture of paper is cellulose
fibre, which can be obtained from trees and recovered paper.

Fine paper
Both coated and uncoated woodfree (white) papers used
for writing, printing and other graphic purposes.

Forest Stewardship Council (FSC)

An international organisation promoting responsible
forest management. Fi'3C has developed principles

for forest management that may be used for certifying the
management of forest holdings, and a system of tracing,
verifying and labelling timber and wood products that
originate from FSC certified forests.

Furnish
The specific mixture of raw materials, including pulp and
chemicals. that is used to manufacture a particular grade
of paper.

FTSE4Good

Created by the independent financial index company FTSE
Group, FTSE4Gocd is a financial index series that identifies
and facilitates investment in companies that meet globally
recognised corporate responsibility standards and that
manage their social, ethical and environmental impacts.

Global Reporting Initiative (GRI)

The GRI is an independent institution that has produced
voluntary guidelines for use by organisations for reporting
on the economie, environmental and social dimensions of
their activities, products and services.

Greenhouse Gas Emissions

Emissions into the atmosphere of gases that affect the
temperature and climate of the earth’s surface, Some
greenhouse gases occur naturally in the atmosphere,
while others result from human activities such as burning
of fossil fuels. They include water vapour, carbon dioxide,
methane, nitrous oxide and ozone.

ISO 14001

A voluntary independently certified international standard
for environmental management systems used, developed
and maintained by the International Organisation

for Standardisation.

Kraft linerboard

This board is used in the manufacture of cardboard
boxes and is engineered to withstand varying atmospheric
conditions such as extreme heat, humidity or the freezing
temperatures of a coolroom.

Landfill

A disposal point for society's waste, They may be old
excavations such as quarries or newly constructed sites.

0Old growth forest

Forest that is ecologically mature and has been subjected
to very little, if any, unnatural disturbance such as timber
harvesting, roading and clearing, or natural disturbance
such as bush fire.

Operating company
A business owned by PaperlinX.

Paper merchant

A distributor of paper that buys large quantities of paper,
board and stock from different mills around the world
and stores them in warehouses until they are required

by customers. The stock is then broken down into smaller
quantities to meet customer requirements.

Plantation

A forest stand established by the plantling of trees of either
native or exotic species, selected for their wood producing
properties and managed intensely for timber production.

Pulp

The raw material used for paper production. It can he
softwood or hardwood and depending on the process used
may be chemical, mechanical and bleached or unbleached.

Recycled fibre
Paper and board that has been collected for re-use as raw
fibre material in paper and board manufacture.

Sack kraft paper

A high strength paper used in the manufacture of multiwall
paper sacks to hold products such as cement, minerals,
flour, milk powder and potatoes.

Sawmilling residue

Reject logs or cuttings from the harvesting of timber for
use by sawmniills.

Sustainable development

Development that meets the needs of the present without
compromising the ability of future generations to meet
their own needs.

Woodfree paper

Paper manufactured entirely from chemically pulped wood
(e.g. kraft pulps}, as distinct from papers incorporating
mechanically pulped wood or groundwood. Usually applied
to fine papers.




Sustainability Report 2007

The high-quality recycled paper used in this Report
is distribuied exclusively by PaperlinX and its
Merchanting businesses.

The cover stock is revive™ 50:50 Silk 250gsm.

a 50% recycled FSC mixed source certified paper.
It looks and performs like a virgin fibre product
without compromising print quality.

The cover is Flirt embossed with a thick corrugated
pattern. This custom embossing process takes
your favourite paper and embosses it in up to

20 different patterns.

The text stock is printed on 9lives 80™ 130gsm.

a certified FSC mixed source paper which is derived
from well managed forests. It contains 80% recycled
fibre and 20% totally chlorine-free pulp.

When you have finished with this publication,
PaperlinX encourages you to recycle it to avoid landfill.

© Mixed Sources
gm?&wuﬂ':smfuam -
recycied wood or fiber

FSC www.Iscarg Cert v, 5G5-C0C-2262
© 1996 Farest Stewardship Coundll

Registered Office and Head Office

PaperlinX Limited
ABN 70 005 146 350

307 Ferniree Gully Road
Mount Waverley

Victoria 3149

Australia

Telephone: +61 3 8540 2211
Facsimile:  +61 3 8540 2280
Internet: www.paperlinx.com
Email: conlact@paperlinx.com.au
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Securities and Exchange Commission,
Division of Corporate Finance,

450 Fifth Street, N.W.,

Washington, D.C. 20549

USA

Ladies and Gentlemen,

PaperlinX Limited — Rule 12g3-2(b) Exemption
File No. 82-5061

PaperiinX Limited

ACN 005 146 350

307 Femtree Gully Road, Mt Waverley
Victoria 3149 Auslralia

Tel: +61 3 8540 2264

Fax: +61 3 8540 2291

The enclosed information is being furnished by PaperlinX Limited (“PaperlinX”) under
paragraph (b}(1)(i) Rule 12g3-2 (the “Rule”) under the Securities Exchange Act of 1834
(the “Exchange Act”). PaperlinX’ file number is indicated in the upper right hand corner

of each unbound page of each document furnished herewith.

In accordance with paragraphs (b)(4) and (b)(5) of the Rule, the enclosed documents
are being furnished with the understanding that such documents will not be deemed
“filed” with the Securities and Exchange Commission or otherwise subject to the
liabilities of Section 18 of the Exchange Act, and that neither this letter nor the furnishing
of such documents shall constitute an admission for any purpose that PaperlinX is

subject to the Exchange Act.

Very truly yours,

James Orr
Company Secretary

c.c. Burr Henly, Sullivan & Cromwell
Level 32,
101 Collins Street,
Melbourne 3000




Securities and Exchange Commission,
Division of Corporate Finance,
23 July 2007

Page 2

List of documents forwarded under cover of this letter to Securities and Exchange
Commission dated 30 October 2007.

Ref. Title Date released
to ASX
1. | Notice of change of interests of substantial holder — AXA 6 July 2007
2. | Date of Final Results and Webcast details 31 July 2007
3. | Notice of initial substantial holding from NAB 8 August 2007
4. | Preliminary Final Report 24 August 2007
5. | Final Results Presentation 24 August 2007
6. | Concise Financial Report for year ended 30 June 2007 24 August 2007
7. | Change of director’s interest (Andrew Guy and Lindsay 5 September 2007
Yelland)
8. | Dividend Reinvestment Plan Issue Price 7 September 2007
9. | Notice of Annual General Meeting and Proxy Form 21 September 2007
10} PaperlinX Concise Annual Report 2007 21 September 2007
11| PaperlinX Full Financials 2007 21 September 2007
12| PaperlinX Sustainability Report 2007 21 September 2007
13, Change of director’s interest {Andrew Guy, Nora 2 October 2007
Scheinkestel and Lindsay Yelland)
14.) New issue announcement (DRP shares) 2 October 2007
15| Notice of change of interest of substantial holder— Maple- 8 October 2007
Brown Abbott Limited
16, Change of director’s interest (Thomas Park) 23 October 2007
17| AGM Chairman’s and MD’s address 25 October 2007
18| AGM Presentation Slides 25 October 2007
19| Retirement of Director 25 October 2007
20| Results of AGM 25 October 2007
21| Change of Director’s interest (Thomas Park) 26 October 2007
22} Change of Director’s interest (David Meiklejohn) 29 October 2007
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ASIA PACIFIC

Milena Ickeri ngill
Company Se retury

Fhone:671 3 £ 316 3852
Fax: 81343145298

6 July 2007

Australian St ck I-xchange Limited
Company Ani curcements Office
20 Bridge Str et

SYDNEY NSV 2100

Dear Sir/Mad 'm

Substantial Security Holder Notice

Please find al acted a Substantial Security Holder Notice for PaperlinX Limited.
‘Yours sincere y
(g
Milena fckeri 1wgill
Page 1 of 8 p iges.

AXA Asia Pacific Holdings Limited
ABN 78 089 123 011
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AUSTRALIA
From To:
Charles Liu Mr James Orr
AXA Funds M nagsment 307, Ferntree Gully Road
Mount Waverly

Tel: 6139616798 VIC 3149
Fax: 6139017966
E-mail:irene » fojo@axa.com.au Fax: (03) 8540 2280

— —

Date: 6 July 20 )7 Pages: 9 (inclusive)

CONFIDENTIAL
Thas facximile m isupe contains informatien that is confidential and emay be suhject to legad privilege. 1f you arc not the
intentled recipicnt, y 1 ot not peruse, nse, disseminnte, distribule or copy this message. I you have received this messuge in
cror. plea : nottfy us immediately by facsimile or telephone and destroy the original nessage. Thunk you,

NOT CE OF CHANGE IN SUBSTANTIAL SHAREHOLDING

Pleasc find att .ched Notice of substantial shareholding as forwarded (o the Australian
stock exchang .

Please contact me if you have any queries.

Kind Regards

Charles Liu
Investment OF :rations

AXA Australiy

National Mutual Funds Manegement Ltd ACN 006 787 720
447 Cellins 51, Melboumne 3000, Licensed Sceoritics Dealer and Futures Broker
Member of the Global AXA Group
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Form 604

Corporations Act 201
Saction 6718

Notice of change of interests of substantial holder

1 Gompany Neme/Scheme _} wper® X Umited

RIARSN _1 5t 30

Databs of substantksl holder [4)

L § TA 84 FAXAS), AXA Asie Prcific Holdings Limeed ("AXA AP and various bodios gorporats confrolled by AXA and AXA APH
) isd in Schadula 1 fogather, ‘the AXA @roup') end cevtein other entiies asncialod with AXA 2nd AXA APH lsted in
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e proviols it Wb ghvon 1 the corepe 1y on memor
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__Pm‘a woise Veiing power (5) Parson's volis Voting power [5)
Oxdirary 51512913 1148 45,507,383 1045
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wiicuders of each change b, o change a1 sk 1 of B mlevant inbbrest of the substantal holdar or AN 210t in voting Sacwiies of 1e cOMpany or scheme, since the
ibstantial hotder was lnst required fo give : sarbet il holrding notios b the company or achima ars 2 folows:

Dete of Persa whosirelavant | Neture of Consideration Class and nunber of | Peczon's volns
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Sescolumn | Eachy ason ¥hose The change In the relewant Ssacoumndof | Seecolumn 5of [Sae pravious
of Schadule 2, | meiava tintenist hay Imtorast occumed as a rexuil | Schedule 2 Schedula 2. cohgmn )
chang disfsted of verious trensoctions
Sched la k., oFectad on the Ausimban
Stock Exchangs (see
Schedule 2 for details, in
pasticalar columa 3),
px form 604 letter 300607



604 pogo 22 15 Jduly 2007
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Holder of Regists 11 Parson entiied Nature of Clasa end Person/s votes
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Inferest Securie 3 & holder (8) Izarest (5) sacuiies
Theholders | Thereg dered holders | ot applicable.] Ench person loied n Part A} of | Sescuma S | [See previoum
of amievant | of the 3 ke am Scheduls 1 has a rlevant of Schedule 2. | cokumna)
intereotam | varbus ind pertias Inferest bocauss i has power o
odnPat | atinga cwtodians wrprtish or comro! the axecise of
Act on bata fof AYA 8 #ight to vois or i dispase o the
Stedula |, | Groupe Eties (soe relevant sacues (s GOR{1)D)

alsc cob mn 1 of & {c} Corporalions Act 2001

Schedd : 2). {iCAT).

Exch paon Beind In Part A[K) of

Schedule 1 hes a relevent
intarest bevouse € haa voting
power ghove 20% over one of
mora persons (isted in Part A(l)
of Schechde 1 {5 603{3) CA)

Changes b eszachiion

W perdony who have Bocoms associats | 1) of, ¢ 0254d 1 be aseociztos of, or have changed the ratur: of thelr assockation (%) with, the subatanttd holder In relation & voling
wresls b the company or scheme are ast bowrs:

Noms and ACNIARSH {! sppiio e} Neture of sssocietion
ot appicabla} - ok eppicatie.)

Addrssses
18 addrsrs ul parEons named In this fon 1 are &9 follows:

Nare Address
Son Parta A and B of 59 adule | {coturitn 1} Gan Parts A and B of Schaduds 1 {cofumn 2).

fnt namg; Miera \ckerigil Gapacly.  Company Secrotasy, AXA Asia Paciic Holdings Limzad

gn here: Q_Qﬂﬂdgw-ﬁ-‘— bae: Q- O3 OF
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DRECTIONS
¥ thers are & rumber of el dal heddars with similar or retabed relevant interests {ag B corpomation and I related corpomtions, of te meansger and ustes of
an oqully trusf), ihe tmtnms oo W be ckided B on nonexure (o the form. I the: relevant Interests of & group of parsons ara assentinlly simlar, they may be
refarad o fwoughout the fom 23 b 3pecifically named group B the membership of each group. with he namas ard sddresxes of mermbers Is dearly sot out in
paragraph & of the fom.

So0 e Jefiniion of "assoclole’ in sacion @ of the Comporationa Axt 2001,

500 Iha defnition of relevantk eres in sactions 508 and 6718{7) of the Carporptions Act 2003,

Tha voling thares of & COMDAT CONSZTAIS O CIALs Unkess divided ino saparsts clssemn

Tha pecson's voles divided by t ¢ total voles in the body corporate o scheme multiplied by 100

Inchude detalls of:

(a) oy relevant agree sent o other creumatances because of which the change n relovant inforest cocumred. If auboection 671B{d) epplies, a copy of
any dogumend ot ng oul th tenms of any mievant agreamsnt, and a stalemant by the perzon giving fll and zocurain detabs of eny contact,
achare O aangs nan, st accompeny this form, ogetier with » witian stoemant catiiytng this conract, schams or emangemert; and

() $ny quolificalion o the pawsr of & porson to axsiciss, contmt the exureiss of, or inBuenco tho exercise of, the woling powers or disposal of the
securities b which 1 Feiknant ikt roialos (indiceding claady (he particular sacudBes I which the qualifcation applies),

Sas (he dainlllon of “relevant &8 mament” n saction 9 of the Cosporations Act 2001,

Details of The comideration m ¢ include any and al benefils, monay end other, that any peracn from whom @ ralevant Imorust wae Gcquird hos, o mey,
beceens entad bo roceive I & tien 1 that acquishion. Detalls mos! be included evan if the benell & conditional on the happecing or not of 2 corfingancy.
Detats must bs Incuded of amy beneft peid on behelf of the sbatandal hokdor o¢ s assncéata In retaflon to the acquisioes, svan I they are not paid dredly o
the poryan from whom the mies it inbiesst wea acquired.

I the substantial hoider & undb 1 ko détonming the Kdenty of he person (s I the relevant ntsrest arlses becsuse of B option) wiits "unKnowN".

Givo dotalls, i appropeiska, of # ; peasant axsoctation and acry change in that assoctation since the tat eubstantial holding notice.
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SCHEDULE 1 - HOLDERS OF A RELEVANT INTEREST AND ASSOCIATES

Yote. Al information provided in this schedule is based on the
ir lormation avoilable to AXA APH af tha tima of flling thix notice.

PART A - PERSONS WITH A RELEVAKRT INTEREST

Part A(D} - Responsidle enth 'es / irustees / managers of funds / delegates of managers fs 603(1)(b) and ()]

Variout AXA Group entities which are responsible
entitics, trustees, managers o *funids and delegates of
managers, ncluding those se out below

Not applicable

National Mutual Funds Manr pement Lmited

447 Collins Street, Melbourne, Victoria 3000

AXA Rosenberg [nvestment vanagers LLC

4 Orinda Way Bldg E, San Francison, CA 94102

AXA Investment Managers | 'K Litd

7,Newgste Street, London EC1A TNX, England

TPAC Securities Limited

447 Collins Street, Meibourne, Victaria 3000

IPAC Asset Management Lir rited

447 Colling Street, Melbourne, Victoria 3000

AllianceBemstein L.P.

1345 Avenue of the Americas, NYC 10105

- r——

AllianceBemstein Australia ] imit:d

Level 29, 1 Farrer Place, Sydney, NSW 2000

Yarious custodians on behali of virious intemational
eatities ultimately controlled 5y A XA (details not
availabla a! time of filing)

Various

Part A(l]) - Persons with vot ng power greater than 20% in persons tisted in Parts A(T) and (¥)

Various AXA Group entities inchiding, as ultimate
holding companies, thase set Jut Lelow

Not applicable

AXA SA

25 Avenue Matignon 75008 Paris France

AXA Asia Pacific Holdings ] imjtsd

447 Collins Street Melbowrne, Victoria 3000

Part Afill) - Other relevant i ierens

[Mot applicable]

PART B - ASSOCIATES OF PERSONS WITH A RELEVANT INTEREST

Part (B)(D) - AXA Group Co: 1parder [associaies by virtue of s 12{2){a) of CA}
AXA SA

25 Avenne Matignon 75008 Paris France

Folio Nominees Pty Ltd

447 Collins Street, Melbourne, Victoria 3000

prx form 504 letter 300607




Natignal Mutual Funds Man gement (Global) Limited

447 Collins Street, Melbourne, Victoria 3000

AXA Asia Pacific Holdings Limited

447 Collins Street, Melboume, Victoria 3000

The National Mutual Life A socimion of Austrafasia L.td

447 Collins Street, MeIbourne, Victoria 3000

Ipac Asss Management Led

447 Collins Street, Melbowne, Victoria 3000

Ipac Financial Care Led

447 Collins Street, Melbournes, Victoria 3000

Ipec Portfolio Mansgement | i

447 Collins Street, Melbourne, Victoria 3000

Ipac Financial Services Pty ) td

447 Collins Stroet, Molbourne, Victoria 3000

[pec Group Scrvices Pty Lid

447 Collins Sweet, Melbourne, Victeria 3000

David Bird Pinancial Servic. s Py Ltd

447 Collins Strect, Melbourne, Victoria 3000

Lidomein Pty Ltd

447 Collins Street, MeThourne, Victoria 3000

Walleer Lowrence & Associs .es Pty Lid

447 Collins Street, Melbourne, Victoria 3000

Strategic Planming Partners 1 iy Lid

447 Collins Street, Melbourne, Victoria 3000

Albert & Will Financial Plar aing Pty Ltd

447 Collins Stroct, Mclbourne, Victoria 3000

Financial Resources Group ] ty Lid

447 Collins Street, Melbourne, Victoria 3000

Clientcars Australia (Envestr .ents) Py Lid

447 Collins Street, Melbourne, Victoria 3000

TM Securities Pty Lid 447 Collins Street, Melbournas, Victoria 3000
Mopere o 447 Collins Street, Melbourne, Victoria 3000
Armitage Investient Scyvic: s Pty Lid 447 Collins Street, Melbourne, Yictoria 3000
Armitage Group Pty Lt 447 Collina Street, Melbourne, Victoria 3000

Sterling Gracs Portfolio Ma agenient Group Piy Lud

447 Collins Street, Melbourne, Victoria 3000

50 Holdings LW

447 Collics Street, Melbowrne, Victoria 3000

Alllance Capital Manageme: t Corporztion of Delaware

1345 Avenue of the Americas, NYC 10105

AXA Equitabls Life Insuran ¢ Company

1290 Avenue of the Americas, NYC 10105

AXA Financial Inc.

1290 Avenue of the Americes, NYC 10105

NMMT Limited

447 Collins Street, Melbournc, Victoria 3000

National Mrutual Funds Man gement N2 Limited

Level 6, B0 The Terrace, Wellingion

ACMC. Inc 1345 Avenue of the Amearica, NYC 10105
Neuville Company Inc C/-447 Collins Street, Meibourne, Victoria 3000
pgx form 604 lstter 300607




Spicers Portfolic Mamageme 1 Ltd Level &, B0 Ths Terrace, Wellington
Assure New Zealand 11d Level 6, 80 The Terrace, Wetlington
Arcus Investment Managem o1 L'd Level 6, 80 Tha Terrace, Wetlington
Client Portfolio Administrat' sn Lid Level 6, 80 The Terrace, Wellington
Sterling Portfolio Munagemu o Lid Lovol 6, 80 The Terrace, Wellngton
Client Reserve Lid Level 6, 80 The Terrace, Wellington
Mortgage Backed Bonds Lir lft_o:; Level 6, 80 The Tetrace, Wellington

——

In addition 1o the entiries ref mred to above, each other
entity in AXA’s global corpe rate group which is
ultimately controlled by AX. . is 2n associate of a person
whose relevani interest chan; ed.

Purt B(ii) - Dther associates

Not applicable

P form 804 jettar 300607




SCHEDULE 2 - CHANGES IN RELEVANT INTERESTS

Dateof  Transaction
Holder of Reisvant interest Transaction Type Consideration ¥ Shares

Wostpac Custodian N :minees as
custodlian for Natlon i Mutua)

Funds Managemen! Limited open 18,446,605.00
20-Jun-07 BUY - 45598413 126,100.00

21-Jun-07 BUY - 528504.19 144,700.00

22-hun-07 BUY - 458,344.61 125,100.00

16,842,508.00

Westpac Custodian Niminees ae
custodian for Ipac § ccurities

Limited open 2,503,888.00
20-Jun-07 BUY - 14804548 40,300.00
21Jun=07 1) 4 - 151,166.39 44,128.00
22-Jun-07 BUY - 147,285.79 40,200.00
§28,512.00
Merril Lynch Cus odiun
Nominees as custodl in for ipac
Securities Lim ted apan 505,800.00
505,800.00

Various Nominees (In amational

AXA Entitlee) Dotails n 5t available
attimeoffili g apen 32,086,822.00
May (19-25) .
Juna SEUL - 5.128,046.00
—26,330,676.00_
TOTAL 48,907,393.00
pex form 604 lettar 300647






;——m

|

t

'

%

77~
A _),)U

!

NEWS RELEASE

PaperlinX Limited

ABN 70 005 146 350

307 Ferntree Gully Road
Mt Waverley Victoria 3149
Australia

Tel: +61 3 8540 2211

Fax: +61 3 8540 2255

31 July, 2007

PAPERLINX FULL YEAR RESULTS ANNOUNCEMENT DATE
& WEBCAST DETAILS

PaperlinX Limited wili be releasing its resuits for the twelve months to
30 June, 2007 to the Australian Stock Exchange on Friday, 24 August,
2007.

A live webcast of the management presentation will be held at 9.30am
(AEST) on 24 August. If you wish to view the webcast you should
access the Company website www.paperlinx.com at least 15 minutes
before the commencement of the webcast.

The presentation material to be used will be available on the website
and an archived version of the webcast will be available on the website
shortly after completion.

For further information, please contact:

David Shirer

Executive General Manager
Corporate Affairs

PaperlinX Limited

Ph: + 61 (3) 8540 2302






Notice of initial substantial holder Section 6718

To:Company Name/Scheme

ACN/ARSN

1..Details of substantial
. shareholder

Name
-ACN (if applicable)

2. Details of voting power

PPX
The Secretary
PaperlinX Limited
307 Ferntree Gully Road
MT WAVERLEY VIC 3149
Ph: (03) 8540 2211
Fax: (03) 8540 2280

ACN 005 146 350

National Australia Bank Limited Group (ACN 004 044 937} being comprised of the bodies
corporate listed in Annexure A and which includes

MLC Limited ACN 000 000 402 (0.051%)

MLC Investments Limited ACN 002 641 661 (5.108%}

National Australia Financial Management Limited ACN 000 176 116 (0.161%)}

The holder became a substantial holder on  07/08/2007
The total number of votes attached to all the voting shares in the company or voling interests in

the scheme that the substantial holder or an associate had a relevant interest in on the date the
substantial holder became a substantial holder are as follows:

Class of securities | Number of Persons’ votes Voting power
securities
QOrdinary 23,872,783 23,872,783 5.32%

3. Details of relevant interests

The nature of the relevant interest the substantial holder or an assaociate had in the following
voting securities on the date the substantial holder became a substantial holder are as follows:

Holder of relevant interest Nature of relevant interest | Class and number of
securities
MLC Limited Power to controf voting andfer | Ordinary
disposal of securities 228,018
MLC invesiments Limited Power to control voting andfor | Ordinary
disposal of securities 22,922,706
National Australia Financial Power to control voting and/or | Ordinary
Management Limited disposai of securities 722,061
TOTAL 23,872,783




4. Uelalls O7 preselil Teglalbicid WA >
The persons registered as holders of the sectrities referred to in paragraph 3 above are as

follows:
Holder of relevant interest Registered holder of securities Person entitled to be registered | Class and
as holder number of
securities
MLC Limited Westpac Custodian Nominees Ordinary
Limited (ACN 002 861 565) 228,016
MLC tnvestments Limited Westpac Custodian Nominees Ordinary
Limited 22,839,094
RBC Global Services Australia Ordinary
Naminees Pty Limited {(MasterKey 68,904
Custom Superannuation Fund A/C)
{ACN 097 125 123}
RBC Global Services Australia Ordinary
Nominees Pty Limited (HML 14,618
Superannuation Fund})
Mational Australia Financial National Nominees Limited Ordinary
Management Limited (ACN 004 278 899) 722,081
Grand Total 23,872,783

5. Consideration

The consideration paid for each relevant interest referred to in paragraph 3 above, and
acquired in the four months prior to the day that the substantial holder became a substantial

holder is as follows:

1 Holder of relevant interest Date of acquisition Consideration Class and number
of securities
Cash Non-cash
MLC investments Limited (3/04/2007 to 03/08/2007 $3.01t0 $4.09 Ordinary
3,507,453




]

The reasons the persons named in paragraph 3 above are associates of the substantial holder

are as follows:

Name and ACN/ARSN (if
applicable)

Nature of association

MLC Limited

Is a related body corporate of National Australia Bank Limited

MLC investments Limited

Is a related body corporate of National Australia Bank Limited

National Australia Financial
Management Limited

Is a related body corporate of National Australia Bank Limited

7. Addresses

The addresses of persons named in this form are as follows:

Name Address
MLC Limited Ground Floor
MLC Building
105-153 Miller Street
SYDNEY NSW 2000
MLC Investments Limited Ground Floor
MLC Building
105-153 Miller Street
SYDNEY NSW 2000
National Australia Financial Ground Floor
Management Limited 105-153 Miller Street
SYDNEY NSW 2000
National Australia Bank Level 34
Limited 500 Bourke Street
MELBOURNE VIC 3000
RBC Global Services Level 18
Australia Nominees Pty 56 Pitt Street
Limited SYDNEY NSW 2000
Wesipac Custodian Level 9
Nominees Limited 50 Pitt Street
SYDNEY NSW 2000
National Noeminees Limited Level 34
500 Bourke Street

MELBOURNE VIC 3000

. [
s/

Signature
\ print name Brendan T Case Capacity
. Associate Company Secretary
for and on behalf of National Australia Bank
Limited
signature date [




This is Annexure A of two pages referred to

in the Form 603 Notice of initial substantial holder signed by me and dated

! /

Brendan T Case
Associate Company Secretary

National Australia Bank Limited

Nationat Australia Investment Capital Limited
Relationship Services Pty Limited

Loyalty Pacific Pty Lid (50% NAB; 50% Coles Myer)
FBP Awards Fund Pty Ltd (50% NAB; 50% Coles Myer)

iuyalty Pacific (Hong Kong) Lid {50% RSPL & 50% Tickoth /L (Coles

Myer)

¥PL Securities Pty Limited

Vilexton Pty Limited

C.B.C. Investments Limited (In liquidation)
National Infrastructure Investment No.1 Pty Lid
Nationat Infrastructure Investment No.2 Pty Ltd
National infrastructure Investment No.3 Pty Lid
C.B.C. Investments Services Limited (In liquidation)
National Australia Securities Limited

Tasovac Pty Lid

‘ARDB Limited

Ausiralian Banks' Export Re-finance Corporation Limited
National HK Investments Limited

Pertsmouth Investments Company Pty Lid (45%)
National Ausiralia Maragers Limited

National Ausiralia Underwriters Limited
Nationa! Australia Corporate Advisory Limited (In Liquidation)
Alice Corporation Pty Ltd

Erstfeld Pty Limited

HICAPS Pty Limited

BOACT Pry Ltd

Matrix Film Investment One Pty Limited

NBA Leasing Pty. Limited

National Nominees Limited

National Nominees {London} Limited
Coummercial Nominees Pty. Limited

National Australia Investment Brokers Limited
Custom Credit Heldings Limited (In liquidation)
02-e Limited

National eProcurement Lid

National eProcurement Ausiralia Pry Lid
National eProcurement UK Limited

Valewin Pty Limited

Elly Investments Pty Ltd

Rusie Investments Pty Lid

National Global MBS Manager Pty Lid

Deesarn Pty Ltd

_ Rycee 2 Pty Ltd

Rycee 3 Pty Ltd

Rycee 6 Pty Ltd

Mockey | Pty Ltd

Antares Capital Partners Pty Ltd

Mockey 2 Pty Ltd

Mockey 3 Pty Lid

Minckey 4 Pty Lid

Mockey 5 Pty Ltd

Antares Managed Investments Limited

National Australia Capital Securities (UK) PLC
National Australia Capital Securities (Jersey) Limited
NAB Capital LLC

National Australia Capital Markets, LLC
National Funding Holdings Pty Lid

National Markets Group Limited

Ausmag (NZ) Limited

Australian Market Automated Quotation (Ausmaq) System Limited

NBA Properties Limited

NBA Properties (QId.) Limited

NBA Properties (Vic.) Limited

CBC Holdings Limited

CBC Properties Limited

National Australia Group Services Limited
Laura Pty Limited

Lavallette Pty Limited

N.S.W. Housing No.1 Pty Limited
Omnibus Leasing (1978) Limited

River Boyne Pty Limited

River Embley Pty Limited

Custom Lease Pty Limited {In Liguidation)
Hegira Limited

Custom Service Leasing Limited

Custom Fieer (Australia) Ltd

Custom Lease Pty. Limited {In liquidation}
Fleet Systems Pty. Limited

National Capital Guaranteed Fund Limited (In Liquidation) (49%}

National Equities Limited

Natioral Australia Group (NZ) Limited

BNZ International Australia Limited

Partown Pty Limited

BNZ Securities Australia Lid

Bank of New Zealand

BNZ Capital Guaranteed Growth Fund Limited
BNZ Funding Limited

BNZ Intemational Funding Limited

BNZ Intemational (Hong Kong) Limited

BNZ International Australia Limited
Interchange and Settlement Limited {12.6%)
Loyalty New Zealand Limited (25%)

Cards NZ Limited (23%)

BNZ Corporatton Limited

Mondex New Zealand Limited (20%)

BNZ Investments Limited

BNZ Equipment Limited

BNZI Securities No. 1 Limited

BNZI Securities No. 2 Limited

National Australia Limited

New Zealand Card Services Limited

Screen Holdings No. 4 Limited

Electronic Transaction Services Limited (25%)
BNZ Intemnational Limited

BNZ Property Investments Limited

BNZ Branch Properties Limited

BNZ Properties (Auckland) Limited

BNZ Properties Limited

Flamingo Holdings Incorporated

Custom Fleet (NZ) Limited

BNZ Fleet Limited

Custom Service Leasing (New Zealand) Limited
Custom Fleetleasing (INZ) Limited

Fleetlease (New Zealand) Limited

National Australia Group Europe Limited
National Americas Holdings Lid

National Capital Investments Limited
Tokenhouse [nvestments Limited

Naticnal Australia Group Optima! Investments Limited
NAGE Trustee Company Limited

National Europe Holdings Limited

M.O.R.A. Development Company Limited (20%})
Kensington Hotel (Belfast) Limited

National Europe Holdings (GB}) Limited
Yorkshire Bank PLC

Clydesdale Bank PLC

CB House Purchase Limited

CB Nominees Limited

CB Shelfco No. 1 Limited (In liguidation)

CB Trustee Nominees Limited

Clydesdale Bank Custodian Nominees Limited
Clydesdale Bank Equity Limited

Clydesdale Bank Asset Finance Limited

CGF No. 3 Limited

CGF Ne. 6 Limited

CGF Ne. 9 Limited

CGF No. 12 Limited



Clydesdale Bank Pension Trustee Limited
Clydesdale Europe Finance Limited (75%)
Clydesdale Bank {Head Office) Nominees Ltd
Clydesdale Bank (London) Nominees Limited
Clydesdale Bank (Piccadilly) Nominees Limited
Clydesdale Bank PL.C - Isle of Man branch
North of Scotland Bank Limited
Warren Collections Limited
Yarkshire Bank Retail Services Led.
Storecard Ltd.
Yorkshire Bank Finance Lid.
Yorkshire International Finance B.V.
" Northém and General Finance Ltd.
" Yorkshire Bank Equipment Leasing Ltd.
- Yorkshire Bank Commercial Leasing Ltd
Scottish Agricuhural Securities Corporation PLC (33%)
Allerton House Properties Limited
Y0 Lease Ltd.
Yorlease Ltd
Yorkshire Bank Home Loans Lid.
Yorkshire Bank Investments Lid.
Yorkshire BIHK Limited
Machill Investments Ltd (90%)
Yorkshire Bank Financia! Services Ltd
Yorbank Nominees Ltd.
Yarkshire Bank Nominees Ltd.
Brunswick Collection Services Lid
YB Trust Company Ltd.
North British Finance Group Ltd.
EVR Limited
Eden Vehicle Rentals Ltd.
MSRA UK Limited
North British Motor Finance Lid
North British Finanes Lid
WNational Australia Bank {GB) Limited
Na‘lional Irish Bank Leasing Lid.
© Angelsea Assets Lid
' HomeSide Lending (Ireland) Limited
National Irish Investment Bank Pensions Ltd.
Nzlional Australia Group Europe Services Ltd
Fairhalsen Collections Lid.
Custom Fleet Limited
National Australia Group Europe Investments Ltd
National Australia Finance (Hong Kong) PLC
Angara Company Limited
National Australia Group Europe Finance B.V.
Ariodante Limited
NAGEOB.V.
PFA (UK) Limited
Starfish Company Limited
National Australia Finance (Leasing) Limited
National Australia Group CIF Trustee Ltd
National Australia Group SSP Trustee Ltd
National Australia UK Pension Trusiee Ltd
NAB Investments Limited
National Australia Group Europe Asset Holdings Ltd
Nationa! Australia Group Europe Asset Investments Lid
The Deep in Hull Limited
National Austratia {Asset Finance) Limited
National Australia Finance { Vessel Leasing No.1) Limited
Mational Australia Finance { Vessel Leasing No.3) Limited
National Australia Finance (Commercial Leasing) Limited
Na{tional Australia Finance {Infrastructure Leasing No.t) Limited
National Australia Finance { Vessel Leasing) Limited
Naticnal Australia Finance { Vessel Leasing No.2) Limized
National Australia Finance {Equipment Leasing} Limited

7 . National Australia Finance {Asset Leasing) LLP (75%)

Nutional Australia Bank Pension Trustee (UK) Limited

National Americas Investment, Inc

MSRA Holdings, Inc

National Americas Capital Investment LLC

National Capital Holdings 1 LLC

Young Street Limited

National Capital Funding (UK) PLC

National Australia Bank Finance Ireland Limited

Clydesdale Trustee & Custodial Services {Ireland) Lid {In liquidztion)
Clydesdale Corporate Investment Services (Ireland) Lid {In Liquidation)
Clydesdale Ireland Sceurities Nominees Limited (In Liquidation)
National Australia Trustees Limited

WNautilus Insurance Pie. Ltd.

WNautilus Insurance {Europe) Limited

National Australia Finance (Asia) Limited

National Australia Finance (Hong Kong)} PLC

National Australia Funding {Delaware) Inc,

National Australia Merchant Bank {Singapore) Limited
National Australia Overseas Holding (Singapore) Private Limited
National Wealth Management Holdings Limited

MLC Asia Limited

Australian Company Number 094 484 625

National Australia Management Services Pty. Ltd. (In Liquidation)
National Wealth Management Services Limited
National Australia Financial Management Limited

MLC Corporate Services Asia Pte Limited

GWM Adviser Services Limited

Godfrey Pembroke Limited

MLC Holdings Limited

Apogee Financial Planning Limited

MLC Investments Limited

MLC Lifetime Company Limited

Australian Eagle Nominees Pty Limited (In Liquidation)
Capita Properties Pty Lid

MLC Limited

Plum Financial Services Limited

PFS Nominees Pty Ltd

PLUMFS Limited (In Liquidation)

Godfrey Pembroke Financial Services Limited (in Liquidation)
ThreeSixty Limited (in liquidation)

Fortuitous Assets Ltd (In Liguidation)

Sophisticated Assets Ltd {In Liquidation}

Eight Star Group Ltd (In Liequidation)

Stable Markets Holdings Ltd (In Liquidation)

FlexiPlan Australia Limited (In Liguidation)

Henitage Management Limited (In Liguidation)

Medfin Australia Pty Limited

Messenia Pty Limited (In Liquidation)

MLC Properties Pty Limited

MLC Nominees Pty Ltd

Your Prosperity Limited

JANA Investment Advisers Pty Limited

Superannuation for Australian Corporate Employees Pty Ltd (In Liguidation)

NAFM Investments Pty. Ltd. (In Liguidation})

National Australia Superannuation Pty. Ltd.

National Asset Management Limited

NAM NT Rail Pty Limited

MLC Funds Management Limited {In Liquidation)
National Wealth Management International Holdings Limited
National Wealth Management Europe Holdings Limited
National Europe Holdings {Wealth Management) Limited
MLC UK Nominees Limited

National Wealth Management Europe Services Limited
Clydesdale Bank Insurance Brokers Limited

Yorkshire Bank Financial Services Lid - Refer Yorkshire Bank
Northern Bank Insurance Services Ltd.

National Austratia Life Services Ltd

National Australia [nsurance Services Limited

MLC Savings Limited

MLC Trust Management Company Ltd

National Wealth Management New Zealand Holdings Limited
BNZ Investmen! Management Limited

BNZ Life Insurance Limited

BNZ Nominees Limited

National Online Trading Limited

National Online Trading Nominees Pty Ltd

National Margin Services Pty Ltd

NMS Nomineees Pty Lid

Asibond Pty Limited

NAF Trustee Limited

Guidestar Financial Limited

Guidestar Financial Group Limited

Diba Investments Limited

RMBS 2006-2 [nvestment Company Pty Lid

Vipro Pty Ltd (owned by NAB, Westpac & CBA)
Cruickshank Asset Management Pry Lid

Portsmouth Investment Company Pty Ltd

nabCapital Leasing (No. 1) Pty Limited

RMBS 2006-2 Pty Limited
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PaperiinX Limited

ACN 005 146 350

307 Ferntree Gully Road, Mt Waverley
Victoria 3149 Australia

Tel: +61 3 8540 2264

24 August 2007 Fax: +61 3 8540 2291

Company Announcement Office
ASX Ltd

Level 4, 20 Bridge Street
Sydney NSW 2000

2007 Full Year Results
We attach the following for release to the market :-

Appendix 4E

News Release ‘PaperlinX Results Shows Underlying Improvements’
Final Results Presentation

Concise Financial Report for year ended 30 June 2007

B =

Regards.
Ze

James Orr
Company Secretary

Encls.




Preliminary Final Report

Appendix 4E
Preliminary Final Report

Introduced /12003

Name of entity

Rufes 4.3 A

PAPERLINX LIMITED

ABN Half yearly Preliminary
(tick) final {tick)

period’)

Half yearffinancial year ended (‘current

70 005 146 350 v

30 June 2007

Results for announcement to the market
Extracts from this report for announcement to the market (see note 1).

ASM

Revenue (ftem 1.1)

Net profit (loss) for the period attributable to:
Equity holders of PaperlinX Limited (item 1.13)
Minority interest (item 1.14)

Profit for the period

down 6.5%

up 22.5%

up 22.6%

to 7.817.3

to 80.1
0.1
to 80.2

Dividends (distributions)

Amount per
security

Franked amount
per security

Final dividend (Prefiminary final report only - item
15.4)
This dividend was declared at the date of this report.

This dividend has not been provided for in the
accounts as at 30 June 2007.

Interim dividend (Half yearly report only - item 15.6)

6.0¢

Nil

Previous corresponding period (Preliminary final
report — item 15.5)

4.5¢

Nil

*Record date for determining entittements to the
dividend, (in the case of a trust, distribution) (see
item 15.2)

5 September 2007

Brief explanation of any of the figures reported above (see Note 1) and short details of any bonus
or cash issue or other item(s) of importance not previously released to the market:

Refer attached news release.
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If this is a half yearly report it is to be read in conjunction with the most recent annuat

financial report.

+ See chapter 19 for defined terms.

30/06/07

Appendix 4E Page 1




Preliminary Final Report

Condensed consolidated statement of financial performance

Current period — Previous .

ASM corresponding

period - ASM
1.1 Revenue (items 1.30 - 1.32) 78173 7,344.8
1.2 Other income (items 1.33 = 1.37) 15.3 30.5
1.3 Expenses (items 1.40— 1.46) (7,642.1) {7,223.3)
1.4 Result from operating activities 190.5 152.0
1.5 Financial income (items 1.50 - 1.52) 6.3 7.3
1.6 Financial expenses (iterns 1.53 - 1.57) (82.9) (73.1)
1.7 Net financing cost (76.5) (65.8)
1.8 Profit before tax 113.9 86.2
1.9 Tax expense (34.3) (21 5)

Profit after tax but before profit from
1.10 discontinuing operations 79.6 64.7
1.1 Profit from discontinued operations, net of tax 0.6 0.7
1.12  Profit for the period: 80.2 65.4
Profit for the period atiributable to:
1.13  Equity holders of PaperlinX Limited 80.1 65.4
1.14  Minority interest 0.1 )
80.2 65.4
. . s Previous
Earnings per security (EPS) Current period corresponding
period
1.20 Basic EPS (cents) 16.4 14.7
1.21 Basic EPS from continuing operations (cents) 16.3 14.5
1,22 Diluted EPS {cents) 16.3 145
1.23 Diluted EPS from continuing operations (cents) 16.2 143
+ See chapter 19 for defined terms.
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Preliminary Final Report

Current Period — ASM Previous
Corresponding Period
ASM
REVENUES AND EXPENSES
Revenue
1.30  Sales of goods 7,814.1 7,342.1
1.31 Commissions 32 27
1.32 Total Revenue 78173 7,344.8
Other income
1.33 Rent 25 26
1.34 Dividends 0.5 08
1.35 Net profit on disposal of non-current assets (1) 8.1 24.4
1.36  Other 4.2 27
1.37 Total other income 15.3 30.5

M

Included in the amount in the current year is $Nil million (2006: $16.3 million) in relation to
profits arising on the disposal of properties under commercial sale and lease back
arrangements. In accordance with the on-going review of the owned properties, it is expected
that further commercial sale and lease back arrangements may be undertaken in the future.

+ See chapter 19 for defined terms.
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Preliminary Final Report

Current Period - ASM Previous
Corresponding Period
ASM
Expenses
140 Costof sales 6,369.0 5,991.1
1.41 Personnel costs non-manufacturing 683.5 639.7
1.42  Logistics and distribution 316.4 292.5
1.43  General and administration 240.2 265.3
1.44  Sales and marketing 319 327
1.45  Research and development 1.1 20
1.46 Total expenses {excluding financing costs 7,642.1 7,223.3
Net financing costs
Financial income:
1.50 Interest income 6.3 58
1.51 Net foreign exchange gains - 1.5
1.52 Total financial income 6.3 7.3
Financial expenses:
1.53 Interest expense (80.9) (71.0)
1.54 Less capitalised interest 42 0.3
(76.7) (70.7)
1.55 Net foreign exchange losses (3.4) -
1.56 Other borrowing costs (2.8) (2.4)
1.57 Total financial expenses (82.9) {73.1)
1.58 Total net financing costs, continuing {76.8) (65.8)
operations
Net interest expense, continuing operations:
1.60 Interest income 6.3 58
1.61 Interest expense (76.7) (70.7)
1.62 Total net interest expense, continuing (70.4) {64.9)
operations
+ See chapter 19 for defined terms.
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Current Period - ASm Previous Corresptl):r;cggg
ASm
Profit before tax
1.70  Revenue, sale of goods:
+ Continuing operations 7.814.1 7,342 1
» Discontinuing operations 25.2 29.5
7,839.3 73716
1.71 Profit before depreciation, impairment,
amortisation, net interest and tax:
+ Continuing operations 285.3 255.8
+ Discontinuing operations 1.2 1.3
286.5 2571
1.72  Depreciation, impairment and amortisation:
« Continuing operations (101.0) (104.7)
» Discontinuing operations - -
(101.0) (104.7)
1.73  Profit befare netinterest and tax:
¢ Continuing operations 184.3 151.1
+ Discontinuing operations 1.2 1.3
185.5 152.4
1.74  Net interast:
« Continuing operations (70.4) {64.9)
« Discontinuing operations (0.5) (0.2)
(70.9} (65.1)
1.75  Profit before tax:
s« Continuing operations 113.9 86.2
» Discontinuing operations 0.7 1.4
114.6 B7.3
1.76 Tax:
« Continuing operations (34.3) (21.5)
= Discontinuing operations {0.1) {0.4)
{34.4) (21.9)
1.77 Profit for the period:
« Continuing operations 79.6 64.7
+ Discontinuing operations 0.6 0.7
80.2 65.4
+ See chapter |9 for defined terms.
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Consolidated retained profits Current period - ASM | Previous corresponding
period ASM
Retained profits (accumulated losses) at {38.2) (58.1)
180 the beginning of the financial period
1.81 Net profit (loss) attributable to equity
holders of PaperlinX Limited 80.1 65.4
1.82 Net transfers from (to) reserves (details if - -
material)
1.83 Employee share options and rights 1.6 29
1.84  Adjustment to comply with AASB 138 - (0.3)
Financial Instruments: Recognition and
Measurement
1.85 Dividends paid (42.5) (78.1}
1.86 Distributions provided on PaperlinX step- (6.6) -
up preference securities
1.87 Actuarial gains on defined benefit plans 20.6 30.0
1.88 Retained profits (accumulated losses) 15.0 (38.2)
at end of the year
+ See chapter 19 for defined terms.
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Intangible and extraordinary items

Consolidated — current period
Before tax Related tax Related Amount {after
ASM ASM outside tax)
interests members
{a) (b) | ASM ASM
(d)
(c}
2.1 Amortisation of computer (16.9) - - (16.9}
software
2.2 Amortisation of brand A i ) A
names
2.3 Amortisation of other
intangibles (0.1) l ) (0.1)
2.4 Total amortisation of (17.0) - - (17.0}
intangibles
2.5 Extraordinary items - - - -
(details)
2.6 Total extraordinary - - - -
items

There was no amortisation of goodwill in the previous corresponding period.

Comparison of half year profits Current year — ASM | Previous year — ASM
{Preliminary final report only}

3.1 Consolidated profit (loss) after tax 327 35.3
attributable to equity {(ordinary and
preference) holders of PaperlinX Limited
reporied for the 1st half year {item 1.13 in
the half yearly report)

3.2 Consolidated profit {loss) after tax 47.4 301
attributable to equity (ordinary and
preference) holders of PaperlinX Limited
for the 2nd half year

Total for year 80.1 65.4

+ See chapter 19 for defined terms.
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Preliminary Final Report l
Condensed consolidated balance sheets Atend of As shown in As in last half
current last annual yearly report
eriod AFM report ASM ASM l
Current assets
4.1 Cash and cash equivalents 448.8 455.1 197.9
4.2 Trade and other receivables 1,564.0 1,541.8 1,610.9 I
4.3 Inventories 861.2 864.1 830.0
4.4 Assets classified as held for sale - 19.6 -
4.5 Total current assets 2,874.0 2,880.6 2,698.8 l
Non-current assets
4.6 Receivables 177 8.9 86
4.7 Investments 13.3 141 13.8
4.8 Property, plant and equipment 1,066.6 990.8 994.7
49 Intangible assets 4179 4216 413.2
4.10 Deferred tax assets 52.9 74.4 64.2 I
4.11 Total non-current assets 1,568.4 1,509.8 1,494.5
4.12 Total assets 4,442 4 4,390.4 4,193.3 I
Current liabilities
413  Trade and other payables 1,256.8 1,172.9 1,054.4
4.14 Loans and borrowings 4949 221.7 225.2 l
4.15 Income tax payable 5.1 9.6 12.9
416 Employee benefits 471 41.4 50.3
4.17 Provisions 191 13.8 12.4 l
418 Liabilities classified as held for sale - 09 -
419  Total current liabilities 1,823.0 1,460.3 1,355.2 I
Non-current liabilities
4.20 Payables 53.8 93.1 839
4.21 Loans and borrowings 565.7 1,136.7 1,039.8 I
4.22 Deferred tax liabilities 48.9 43.4 441
423 Employee benefits 378 37.3 37.2
4.24 Provisions 7.6 10.9 115
4.25 Deferred income 0.5 - -
426  Total non-current liabilities 714.3 1,321.4 1,216.5
4.27 Total liabilities 2,537.3 2,781.7 2,517 l
4.28 Net assets 1,905.1 1,608.7 1,621.6 l
+ See chapter 19 for defined terms. I
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Preliminary Final Report
Condensed consolidated balance At end of As shown in As in last half
sheets(cont) current last annual yearly report
period ASM report ASM ASM
Equity
4.29 Issued capital 1,701.5 1,691.9 1,698.3
430 Reserves (87.9) (45.0) (96.8)
4.31  Retained profits 15.0 (38.2) (20.0)
4.32  Equity attributable to holders of 1,628.6 1,608.7 1,621.5
ordinary shares of PaperlinX Lirnited
4.33  PaperlinX step-up preference 276.4 - -
securities (net of issue costs)
4.34  Minority interests 0.1 - 0.1
435 Total equity 1,905.1 1,608.7 1,621.6
436 Preference capital included as part 276.4 - -
of 4.35

+ See chapter 19 for defined terms.
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Preliminary Final Report

Exploration and evaluation expenditure capitalised
{To be completed only by entities with mining interests if amounts are material,

Include all expenditure

incurred.)

Current period ASM | Previous
corresponding
period — ASM

5.1 Opening balance N/A N/A
5.2  Expenditure incurred during current period N/A N/A
5.3 Expenditure written off during current N/A N/A
period
5.4  Acquisitions, disposals, revaluation N/A
increments, etc. N/A
5.5 Expenditure transferred to Development N/A
Properties N/A
56 Closing balance N/A N/A
Development properties
{To be completed only by entities with mining interests if amounts are material)

Current period ASM | Previous
corresponding
period — A$M

6.1  Opening balance N/A N/A
6.2 Expenditure incurred during current period N/A N/A
6.3 Expenditure transferred from exploration N/A NIA

and evaluation
6.4  Expenditure written off during current N/A

period N/A
6.5 Acquisitions, disposals, revaluation N/A

increments, etc. N/A
6.6 Expenditure transferred to mine properties N/A N/A
6.7 Closing balance N/A NIA

+ See chapter 19 for defined terms.
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Preliminary Final Report
Condensed consolidated statement of cash flows
Current period ASM | Previous
corresponding
period — ASM

Cash flows related to operating activities

7.1 Receipts from customers 7,803.6 7,390.7

7.2 Payments to suppliers and employees (7,578.7) {7,072.9)

7.3 Dividends received 0.5 0.8

7.4 Interest received 6.3 57

7.5 Interest paid ) {82.6) {69.6)

7.6 Income taxes paid (16.3) (6.1)

77 Other income received 10.1 11.2

7.8 Net operating cash flows 142.9 259.8
Cash flows related to investing activities

7.9 Loans (advanced to}repaid by other {0.1) {0.9)
persons

7.10 Acquisition of property, plant and equipment (177.4) (101.4)
and intangibles

7.1 Acquisition of controlled entities and {35.3) {(100.9)
businesses

7.12 Partial refund of the purchase price in 8.7 -
relation to an acquisition in a prior period

713 Proceeds on disposal of property, plant and 24.0 51.1
equipment

7.14 Proceeds from the sale of controlied entities 32.0 -
and businesses

7.15 Proceeds from sale of discontinued 15.9 -
operations

7.16 Net investing cash flows (132.2) {152.1)
Cash flows related to financing activities

7.17  Dividends paid (33.8) (77.8)

7.18 Proceeds from employee share plan loans 0.1 01

7.19 Proceeds on issue of step-up preference 285.0 -
securities

7.20 Issue costs of step-up preference securities (8.6) -

7.21 Proceeds from options exercised 0.8 -

7.22 Proceeds from borrowings 1,431.6 1,156.1

7.23 Repayment of borrowings {1,666.8) (1,171.3)

7.24 Principal lease repayments {0.2) -

7.25 Net financing cash flows 8.1 (92.9)

7.26 Net increase in cash held 18.7 14.8

7.27 Cash and cash equivalents at beginning of 453.9 427.8
period {see Reconciliation of cash)

7.28 Effect of exchange rate changes on cash {23.9) 11.3

ivalen
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+ See chapter 19 for defined terms.
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Preliminary Final Report

Non-cash financing and investing activities

Details of financing and investing transactions which have had a material effect on consolidated assets and
liabilities but did not involve cash flows are as follows. ( f an amount is quantified, show comparative

amount.)

N/A

Reconciliation of cash

Reconciliation of cash at the end of the period Current period A$M Previous
(as shown in the consolidated statement of cash corresponding
flows) to the related items in the accounts is as Period — ASM
follows.
8.1  Cash on hand and at bank 448.8 455.1
8.2 Bank overdraft - (1.2)
8.3 Total cash at end of period (itemn 7.29) 448.8 453.9
Other notes to the condensed financial statements
Ratios Current period Previous
corresponding
Period
Profit before tax / revenue . .
9.1  Consolidated profit (|oss) before tax (item 1.5% 1.2%
1.8) as a percentage of revenue (item 1.1)
Profit after tax / *equity interests 4.9% 4.1%

9.2  Consolidated net profit (loss) after tax
attributable to equity holders of PaperlinX
Limited (item 1.13) as a percentage of
equity (similarly attributable) at the end of

the period (item 4.32)

+ See chapter 19 for defined terms.
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Earnings per share (EPS)

10. Details of basic and diluted EPS reported separately in accordance with paragraph 9 and
18 of AASB 1027: Earnings Per Share are as follows.
JUNE 2007
Continuing Discontinued Total
10.1 Profit for the period 79.6 0.6 80.2
10.2 Less attributable to holders of
PaperlinX step-up preference
securities (6.6) - (6.6)
10.3 Less attributable to minority interest 0.1 - 0.1)
10.4 Profit for the period attributable to 729 0.6 735
holders of ordinary shares of
PaperlinX Limited
10.5 Weighted average number of shares — 4476 447.6 4476
basic (millions)
10.6 Basic EPS (cents) 16.3 0.1 16.4
10.7 Weighted average number of shares - 451.9 451.9 451.9
diluted (millions)
10.8 Diluted EPS (cents) 16.2 0.1 16.3
JUNE 2006
Continuing | Discontinued Total
10.9 Profit for the period 64.7 0.7 65.4
10.10  Profit for the period atiributable to 64.7 0.7 65.4
holders of ordinary shares of
PaperlinX Limited
10.11 Weighted average number of shares — 446.2 446.2 446.2
basic (millions)
10.12 Basic EPS (cents) 14.5 0.2 14.7
10.13  Weighted average number of shares - 449.6 449.6 449.6
diluted {millions)
10.14  Diluted EPS {cents) 14.3 0.2 14.5
NTA backing Current period Previous
corresponding
Period
111 Net tangible asset backing per *ordinary $2.58 $2.49
security

+ See chapter 19 for defined terms.
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Discontinuing Operations

{Entities must report a description of any significant activities or events relating to discontinuing operations in
accordance with paragraph 7.5 (g) of AASB 1028: Interim Financial Reporting, or, the details of discontinuing
operations they have disclosed in their accounts in accordance with AASB 1042: Discontinuing Operations (see

note 17).)

12,1 Discontinuing Operations

N/A

Control gained over entities having material effect

13.1 Name of entity (or group of
entities)

NIL

13.2 Consolidated profit (loss) and extraordinary items after
tax of the subsidiaries since the date in the current

period on which control was Tacquired

13.3 Date from which such profit has been calculated

N/A

N/A

13.4 Profit (loss) and extraordinary items after tax of the
subsidiaries for the whole of the previous
corresponding period

Loss of control of entities having material effect

N/A

14.1 Name of entity {or group of
entities)

NIL

14.2 Consolidated profit (loss) and extracrdinary items after
tax of the subsidiaries for the current period to the date
of loss of control

14.3 Date to which the profit {foss) in item 14.2 has been
calculated

14.4 Consolidated profit (loss) and extraordinary items after
tax of the subsidiaries while controlled during the whole
of the previous corresponding period

14.5 Contribution to consolidated profit (foss) and
extraordinary items from sale of interest leading to loss
of controt

N/A

N/A

N/A

N/A

+ See chapter 19 for defined terms,
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Dividends (in the case of a trust, distributions)

15.1 Date the dividend (distribution) is payable 26 September 2007
152 *Record date to determine entitlements to the dividend
(distribution) (ie, on the basis of proper instruments of
. - o+ )
transfer received by 5.00 pm .If seculntles are not 5 September 2007
*CHESS approved, or security holding balances
established by 5.00 pm or such later time permitted by
SCH Business Rules if *securites are *YCHESS
approved)
15.3 Ifitis a final dividend, has it been declared? Y
{Freliminary final report only) es
Amount per security
Franked -
amount per P;r::&:rri\t;p;r
Amount per | security at foreian
security applicable sou rg e
tax (see e
note 4) dividend
{Freliminary final report only)
15.4 Final dividend: Current year (30% tax rate) 6.0¢ Nil 100%
- not provided for at 30 June
15.5 Previous year {30% tax rate) 4.5¢ Nil N/A
(Half yearly and preliminary final reports)
15.6 Interim dividend: Current year (30% tax rate) 5.0¢ Nil 100%
- not provided for at 31 December.
15.7 Previous year {30% tax rate) 55¢ Wil N/A
Total dividend (distribution) per security (interim plus final)
(Preliminary final report only)
Current year Previous year
158 +Ordinary securities 11.0¢ 10.0¢
159 preference *securities $2.3033 N/A
Half yearly report - interim dividend (distribution) on all securities or
Preliminary final report - final dividend {distribution} on all securities
Previous
Current period A$M corresponding
Period — A3M
13.10  +Ordinary securities (each class separately) Not provided Not provided
Preference *securities (each class separately) for at 30 June 2006 | for at 30 June 2006
15.12 Other equity instruments {each class separately)
Refer 15.6 above - -
15.13 Total - -
+ See chapter 9 for defined terms.
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The *dividend or distribution plans shown below are

in operation.

Dividend Reinvestment Plan ('DRP")

The last date(s) for receipt of election notices for the
+dividend or distribution plans

5 September 2007

Any other disclosures in relation to dividends (distributions). (For half yearly reports, provide detaifs in

accordance with paragraph 7.5(d) of AASB 1029 Interim Financial Reporting)

N/A

Details of aggregate share of profits (losses) of associates and joint venture entities

Group's share of associates’ and joint
venture entities’:

16.1 Profit (loss} before tax

16.2 Income tax

16.3 Profit (loss after tax
16.4 (1) Extraordinary items net of tax

(2) Unrealised profit in inventory
adjustment

16.5 Net profit (loss)

16.6 Adjustments

16.7 Share of net profit (loss) of associates
and joint venture entities

Current period A$M | Previous
corresponding
period — ASM

N/A N/A
N/A N/A
N/A N/A
N/A N/A
N/A N/A
N/A N/A
N/A N/A

+ See chapter 19 for defined terms.
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Material interests in entities which are not controlled entities
The economic entity has an interest (that is material to it) in the following entities. (If the interest was acquired
or disposed of during either the current or previous corresponding period, indicate date of acquisition {“from

dd/mm/yy”) or disposal (“to dd/mmiyy’).)

Name of entity Percentage of ownership Contribution to net profit {loss)
interest held at end of period | (item 1.9)
or date of disposal
17.1 Equity Cur_rent Previous Current period Previous .
' accounted period corresponding ASM corresponding
period period — ASM

associates and
joint venture

entities
NIL
17.2 Total - B
Name of entity Percentage of ownership Contribution to net profit (loss)
interest held at end of period | (item 1.9)
or date of disposal
Current Previous Current period Previous
period corresponding | ASM correspanding
period period — A$M
17.3 Other material
interests
NIL
17.4 Total

+ See chapter 19 for defined terms.
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Issued and quoted securities at end of current period

{Description must include rate of interest and any redemption or conversion rights together with prices and dates)

Category of Ysecurities

Total number

Number
quoted

Issue price
per security
{see note 14}
(§'s)

Amount paid
up per
security (see
note 14)

($'s}

181 Preference *securities
(description)

18.2  Changes during current
period
{a) Increases through
issues
{b) Decreases through
returns of capital,
buybacks, redemptions

2,850,000

2,850,000

100 100

2,850,000

N/A

2,850,000

N/A

100 100

N/A N/A

18.3 YOrdinary securities

18.4  Changes during current
period
(a) Increases through
Employee Share Plan
Issues

- Exercise of Options

- Exercise of Options

- Exercise of Options
{b) Increase through fong
term incentive plan

(c) Decreases through
returns of capital, buybacks

(d) Issued pursuant to
Dividend Reinvestment
Plan

— Final 2006 dividend
—  Interim 2007 dividend

448,737,560

180,000
32,500
25,000

180,000
32,500
25,000

313 313
3.32 3.32
3.50 3.50

1,585,971
731,880

1,585,971
731,880

3.50 3.50
4.09 4.09

18.5 *Convertible debt
securities (description and
conversion factor)

18.6  Changes during current
period
{(a) Increases through
Employee Share Plan
Issues
{b) Decreases through
securities matured,
converted

N/A

N/A

N/A N/A

N/A
N/A

N/A
N/A

NIA N/A
N/A N/A

+ See chapter 19 for defined terms.
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Total number Number Exercise Expiry
quoted price Date
{(if any)}
18.7 Options (description and 4,354,320 Nil N/A
conversion factor)
18.8  Issued during current
period
1,121,240 Nil 3.1 N/A
150,000 Nil 3.1 N/A
1,271,240
18.9 Exercised during current
period
180,000 Nil 313 N/A
32,500 Nil 3.32 N/A
25,000 Nil 3.50 N/A
237,500
18.10 Expired during current 231,580 N/A
period
18.11 Debentures (description)
18.12 Changes during current
period
{(a) Increases through N/A N/A
issues
(b) Decreases through N/A N/A
securities matured,
converted
18.13 Unsecured notes
{description)
18.14 Changes during current
period
(@) Increases through N/A NA
issues
(b) Decreases through N/A N/A
securities matured,
converted

+ See chapter 19 for defined terms.
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Segment Reporting

{Information on the business and geographical segments of the entity must be reported for the current
period in accordance with AASB 1005: Segment Reporting and for half year reports, AASB 1029:
Interim Financial Reporting. Because entities employ different structures a pro forma cannot be

provided. Segment information in the layout employed in the entity's *accounts should be reported

separately and attached to this report.)

BUSINESS SEGMENTS

The consolidated entity comprises the following main business segments, based on the
consolidated entity’s management and internal reporting reporting system.

Segment

Description of Operations

Merchanting and Paper Trading

Communication Papers

Packaging Papers

Corporate

GEOGRAPHIC SEGMENTS

International paper merchant and paper trader
supplying the printing and publishing industry and
office supplies.

Manufacture of office papers, graphic papers,
converting papers and other speciality and coated
papers.

Manufacture of packaging papers and industrial
papers. Products include kraft liners, sack, kraft and
light weight bag and industrial papers, sold
predominantly to converting customers.

Corporate operations.

The consolidated entity comprises the following main geographic segments. In presenting the
information on the basis of geographic segments, segment sales are based on the geographic
location of customers. Segment assets are based on the gecgraphic location of the assets.

Segment

Description of Operations

Australia and New Zealand

North America
Eurcpe
Asia

Manufacture of communication papers and
packaging papers, paper merchanting and paper
trading.

Paper merchanting and paper trading.
Paper merchanting and paper trading.
Paper merchanting and paper trading.

+ See chapter 19 for defined terms.
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Segment Reporting (cont’'d)
CONSOLIDATED
SEGMENT SEGMENT SEGMENT SEGMENT
RESULT (3) REVENUE ASSETS LIABILITIES
M M M M
For the year ended
30 June 2007
BUSINESS SEGMENTS
Merchanting and Paper
Trading
+ Continuing Operations 204.0 71342 3,112.0 1,158.2
» Discontinuing Operations 1.2 252 - -
2052 7,159.4 3,112.0 1,158.2
Communication Papers (0.4) 761.2 800.6 152.9
Packaging Papers 106 255.1 3481 76.3
Australian Paper 10.2 1,016.3 1,148.7 229.2
Corporate (29.9) - 128.8 35.3
Profit before net interest and 185.5
tax
Net interest (1) (70.9)
Profit before tax 114.6
Tax expense (1) {34.4)
Profit for the period 80.2
Unallocated assets (defetred 529
tax balances)
Unallocated liabilities 1,114.6
Inter-segment sales (2) {336.4)
Total 80.2 7,839.3 4,442 4 25373
+ See chapter 19 for defined terms.
Appendix 4E Page 21




Preliminary Final Report

Segment Reporting {cont’d)

For the year ended
30 June 2006

Business segments

Merchanting and Paper
Trading

« Continuing Operations

+ Discontinued Operations

Communication Papers
Packaging Papers

Australian Paper

Corporate

Profit before net interest and
tax

Net interest (1)

Profit before tax

Tax expense (1)

Profit for the period
Inter-segment sales (2}

Unallocated assets (deferred
tax balances)

Unallocated liabilities (6}

Total

CONSOLIDATED
SEGMENT SEGMENT SEGMENT SEGMENT
RESULT (3} REVENUE ASSETS LIABILITIES
M M ™ M

187.6 6,661.8 3,208.3 1,166.0

1.3 29.5 19.6 0.9

188.9 6,691.3 32279 11668

(8.6) 779.2 734.1 129.1

5.3 241.8 298.4 1.6

(3.3) 1,021.0 1,032.5 170.7

(33.2) - 556 327
152.4
(65.1)
87.3
(21.9)
65.4

(340.7)
74.4
14114
65.4 73716 43904 27817

+ See chapter 19 for defined terms.
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Segment Reporting {cont’d)

CONSOLIDATED
SEGMENT SEGMENT CAPITAL
REVENUE ASSETS EXPENDITURE
M M M
For the year ended
30 June 2007
|
GEQGRAPHIC SEGMENTS
Australia and New Zealand 1,320.1 1,645.3 169.8
North America 1,489.3 531.1 95
Europe 4,829.2 2,154.2 46.3
Asia 200.7 58.9 0.1
Unallocated assets (deferred
tax assets) " 529 -
Total 783903 4,442 4 225.7
CONSOLIDATED
SEGMENT SEGMENT CAPITAL
REVENUE ASSETS EXPENDITURE
M M ™
For the year ended :
30 June 2006 i
GEQGRAPHIC SEGMENTS
Australia and New Zealand 1,363.6 1,471.2 76.3
North America 1,240.4 591.9 214
Eurcpe 4,581.3 2,190.7 239
Asia 186.3 62.2 0.4
Unallocated assets (deferred
tax assets) - 74.4 -
Total 7,371.6 4,390.4 1220
|
+ See chapter 19 for defined terms. |
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Preliminary Final Report
Segment Reporting (cont’d)
CONSOLIDATED
DEPRECIATION NON CASH CAPITAL
& EXPENSES (4)  EXPENDITURE (5)
AMORTISATION
M M ™
For the year ended
30 June 2007
BUSINESS SEGMENTS
Merchanting & Paper Trading
s Continuing operations 371 7.4 57.3
Communication Papers 314 {12.2) 137.5
Packaging Papers 22.0 {3.3) 295
Australian Paper 53.4 {15.5) 167.0
Comorate 10.5 (2.7) 1.4
Total 101.0 (10.8) 225.7
CONSOLIDATED
DEPRECIATION NON CASH CAPITAL
& EXPENSES (4)  EXPENDITURE (5)
AMORTISATION
™M M &M
For the year ended
30 June 2006
BUSINESS SEGMENTS
Merchanting & Paper Trading
¢ Continuing operations 404 (4.4) 47.8
Communication Papers 34.2 7.4 57.7
Packaging Papers 181 31 13.1
Australian Paper 52.3 10.5 70.8
Corporate 12.0 4.4 34
Total 104.7 10.5 122.0
+ See chapter 19 for defined terms.
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Segment Reporting (cont’d)

Notes

(1) Interest and income {ax expense are not allocated internally to the segments but held centrally.
(2) Inter-segment sales comprise sales of paper, which are priced on an arm's length basis.

(3) The segrnent result for the individual business segments is the profit before net interest and income tax.

{4} The non-cash expenses above comprise the following items:

2007 2006
™ M
= Provisions charge 201 344
« Net profit on disposal of property, plant and
equipment (8.1) {24.4)
s Impact of unrealised {profit) / loss in inventories -
refer Statements of Cash Flows (1.2) 05
10.8 10.5
{5) Capital Expenditure above comprises the following items:
¢ Acquisition of property, plant and equipment and
intangibles - refer Statements of Cash Flows 177.4 1014
+ Movement in accruals 29.3 0.6
206.7 102.0
+« Goodwill in relation to acquisitions of
subsidiaries 144 9.1
+ Other intangibles acquired on acquisition of
subsidiaries 0.2 1.2
e Property, plant and equipment acquired on
acquisition of subsidiaries 4.4 9.7
225.7 122.0
(6) The unaliocated segment liabiliies comprise the following items:
= Current loans and botrowings 494.9 2217
+ Current tax liabilities 5.1 9.6
« Non-current loans and borrowings 565.7 1,136.7
+ Non-current deferred tax liabilities 489 434
1,114.6 1,.411.4
+ See chapter 19 for defined terms.
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Comments by directors

{Comments on the following matters are required by ASX or, in relation to the half yearly report, by AASB 1029:;
Interim Financial Reporting. The comments do not take the place of the directors' report and statement (as
required by the Corporations Act} and may be incorporated into the directors’ report and statement. For both half
yearly and preliminary final reports, if there are no comments in a section, state NiL. If there is insufficient space
to comment, attach notes to this report.)

Basis of financial report preparation

719.17  Not applicable {Interim report only)

19.2  Material factors affecting the revenues and expenses of the economic entity for the current
pericd. In a half yearly report, provide explanatory comments about any seasonal or irregular
factors affecting operations.

Refer attached News Release

19.3 A description of each event since the end of the current period which has had a material effect
and which is not already reported elsewhere in this Appendix or in attachments, with financial
effect quantified (if possible).

Refer attached News Release

19.4 Franking credits available and prospects for paying fully or partly franked dividends for at least
the next year.

At the date of this report, PaperlinX Limited has declared an unfranked dividend on
ordinary shares payable on 26 September 2007 — 6.0 cents per share on fully paid
shares. This dividend has not been provided for in the accounts as at 30 June 2007.

The balance of the consolidated franking account as at 30 June 2007 was $Nil million
(2006: $Nil million).

It is expected that any interim dividend in respect of the half year ending 31 December
2007 will be unfranked.

+ See chapter 19 for defined terms.
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19.5 Unless disclosed below, the accounting policies, estimation methods and measurement bases
used in this report are the same as those used in the last annual report. Any changes in
accounting policies, estimation methods and measurement bases since the last annual report
are disclosed as follows

Not applicable

19.6 Revisions in estimates of amounts reported in previous interim periods. For half yearly reports
the nature and amount of revisions in estimates of amounts reported in previous +annual
reports if those revisions have a material effect in this half year.

Not applicable

19.7 Changes in contingent liabilities or assets. For half yearly reports, changes in contingent
liabilities and contingent assets since the last * annual report.

Not applicable

+ See chapter 19 for defined terms,
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Additional disclosure for trusts

201

20.2

Number of wunits held by the
management company or responsible
entity or their related parties.

A statement of the fees and
commissions payable to the
management company or responsible
entity.

Identify:

. initiat service charges
. management fees

. other fees

Annual meeting
(Preliminary final report only)

The annual meeting will be held as follows:

Place

Date

Time

Approximate date the ‘annual report will be
available

Not applicable

Not applicable

The Four Seasons Hotel
199 George Street
Sydney NSW 2000

Thursday, 25 Qctober 2007

11.00 am

24 September 2007

+ See chapter 19 for defined terms.
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Compliance statement

1 This report has been prepared in accordance with AASB Standards, other AASB authoritative
pronouncements and Urgent Issues Group Consensus Views or other standards acceptable to
ASX (see note 12}.

Identify other standards used Not applicable

2 This report, and the accounts upon which the report is based (if separate), use the same
accounting policies.

3 This report does give a true and fair view of the matters disclosed (see note 2).
4 This report is based on “accounts to which one of the following applies.
(Tick one)
The “accounts have been The ‘accounts have been
v audited. O subject to review.
The ‘accounts are in the The ‘*accounts have not yet
g process of being audited or a been audited or reviewed.

subject to review.

5 If the audit report or review by the auditor is not attached, details of any qualifications are
attached/will follow immediately they are available* (defefe one). (Half yearly report only - the
audit report or review by the auditor must be attached to this report if this report is to satisfy
the requirements of the Corporations Act.).

6 The entity has a formally constituted audit committee.

SIGNRETE. et Date: 24 August 2007
{(Company Secretary)

Print name: James Orr

+ See chapter 19 for defined terms.
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PaperlinX Limited
ABN 70 005 146 350

STOCK EXCHANGE RELEASE 307 Ferntree Guily Road
Mt Waverley Victoria 3149
Australia

24 August 2007 Tel: +61 3 8540 2211

Fax: +61 3 8540 2255

PAPERLINX RESULT SHOWS UNDERLYING IMPROVEMENTS

PaperlinX today announced profit after tax for the year ended 30 June 2007 of
$80.1 million, up 22% on the prior year. Reported EBIT was $185.5 million, up
22% on the prior year. Underlying EBIT, adjusted for asset sales and the
implementation of strategic initiatives, was $197.7 million {up 26% on the prior
year). The final dividend will be 6.0 cents per share, unfranked.

The key features of this result are:

« benefits have begun to accrue from previously announced strategic
initiatives with above target net benefits of $41 million flowing to profit in
2007 (against 2005 base)

e target has been to achieve over $100 million in net benefits from
strategic initiatives in 2009 off the base of our 2005 EBIT. Current
potential is to exceed that target by $20 million, although there is still
much to be done before the full benefits of these initiatives are realised

s product mix management, strong cost management and good efficiency
performance helped to mitigate higher input costs

¢ lift in underlying return on average funds employed for both our
merchanting and manufacturing businesses reflects the gathering
internal momentum on initiatives and reductions in working capital

« returns remain below target levels due to a challenging external
environment with pressure continuing from high input costs, soft demand
and currency impacts.

Commenting on the result, PaperlinX CEO Mr Tom Park said, “This is a good
result in a difficult environment. We have further enhanced our future prospects
during the year, and while 2008 will also be tough given the external conditions
existing as we have entered the year, we look to 2009 with enthusiasm when our
internal activities will contribute even more significantly. | believe our progress so
far on the strategic initiatives is a tribute to the idea transfer, commitment and
change management skills of our people around the globe.”

Added Mr Park, “It appears that the financial market has not yet attributed
significant value to the future benefits from strategic initiatives given the focus in
the short term on the volatile macro factors such as currency and European
pricing. However, as we progress through the year and move closer to the
completion of our key projects, we will have greater certainty and see value
attributed to the benefits that will accrue to PaperlinX in 2009 and beyond.
Additionally, our earnings are highly leveraged to any improvement in external
market conditions.”




RESULTS FOR THE
YEAR ENDED 30 JUNE 2007

PaperlinX has reported operating earnings (EBIT) of $185.5 million and after
tax earnings of $80.1 million for the year ended 30 June 2007.

PAPERLINX LIMITED AND Year ended 30 June
CONTROLLED ENTITIES 2007 2006 % change
Sales Revenue M 7,839.3 73718 +6
Earnings from Operating Activities before interest, income tax,  $M 286.5 2571 +11
amortisation and depreciation

Earnings from Operating Activities before interest & income M 185.5 152.4 +22
tax

Underlying Earnings from Operating Aclivities before interest M 197.7 156.6 126
& income tax

Profit before tax M 114.6 87.3 +31
Profit after income tax ™ 80.1 65.4 +22
Key Ratios

Earnings before interest and income tax to average funds % 7.0 6.2

employed

Working Capital to Sales % 155 16.6
Operating Cash Flow M 142.9 259.8

Net interest cover X 26 2.3

Net debt/Net debt & Equity % 243 36.0

Basic eamings per share post hybrid distribution (" cps 16.4 14.7 +12
Dividend per share (Total annual) cps 11.0 10.0 +10
(1) Hybrid distribution accrued in 2007 of $6.6 miilion

Note: in this statement, currency is in Ausiralian dollars unless otherwise indicated.

. Sales revenue grew 6% to $7.84 billion from $7.37 billion.

. Reported EBIT grew 22% to $185.5 million and underlying EBIT grew 26%
to $197.7 million, reflecting the growing benefits from a range of strategic
initiatives generated within the company.

o After tax profit of $80.1 million compares with $65.4 million for the prior year
(up 22%).

. Profit includes net one-off costs of $(12.2) million before tax arising from
restructuring costs of $22.3 million partially offset by net profit on property
transactions of $10.1 million.

. PaperlinX overall return on average funds employed was 7.0%, an
improvement on 2006 despite the difficult market conditions.

. Paper Merchanting achieved earnings before interest and tax of $205.2
million, up 9% on 2006, helped by the inclusion of Spicers Canada for the
full period. Underlying operating earmings were $206.8 million (excluding a
net $1.6 million in one-off costs). Paper demand in our key European market
was mixed, however prices were generally higher. ROAFE improved to
11.9% from 11.4%, supported by an improved working capital to sales ratio.
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Earnings before interest and tax for Paper Manufacturing of $10.2 million
included a net $(10.6) million of one-off costs associated with strategic
initiatives. Underlying operating earnings of $20.8 million were double the
prior year, benefiting from production efficiencies and the benefits of the
successful PaperlinX Office consolidation and closure of Shoalhaven paper
machines 1 and 2, despite being impacted significantly by higher input costs
($25 million more than in the prior year).

Strategic initiatives contributed a net $41 million to underlying operating
earnings (over the base 2005 level) which exceeded expectations.
Continued investments will see modest additional EBIT benefit in 2008,
though the current potential is to exceed the $100 million net incremental
target for 2009 by $20 million. Much work is still required to achieve this
result.

Working capital decreased by $65 million, with year end working capital to
sales of 15.5%, lower than the prior year of 16.6%. Average working capital
to sales for the year fell to 17.9% versus 18.9% last year (currency
adjusted), led by a 6% decline in inventory days.

The net liability for superannuation defined benefit plans reduced
significantly from $87.8 million as at 30 June 2006 to $38.4 million as at 30
June 2007. Contributing to the reduction were curtailment gains in
accordance with AIFRS across a number of plans totalling $13.8 million.

Capital expenditure in the period was $212.7 million ($112.4 million,
excluding the pulp mill project, 111% of depreciation). The first major shut
for the pulp mill upgrade was completed on time, though the project is now
expected to exceed the $203 million budget by up to 25%.

Earnings before interest, tax, depreciation and amortisation (EBITDA} were
$286.5 million, up 11% over the prior year. Net cash inflow from operating
activities was $143 million, down $117 million versus the prior year due to a
lower shift in trade working capital and movements in other non-current
receivables and payables.

During March 2007 PaperlinX Step-up Preference Securities (SPS) were
issued to Australian investors raising $285 million. This issue reduced debt,
strengthened the Group’s balance sheet, provided increased financial
flexibility and enhances PaperlinX's financial platform to take advantage of
future opportunities. The distribution for this instrument for the 2007 financial
year was $2.3033 per security which totalled $6.6 million.

The final dividend of 6.0 cents per share, unfranked, (4.5 cents per share
last year) represents a payout ratio of approximately 70% of earnings post
hybrid distribution. This brings the total dividend for the year to 11.0 cents
per share (10 cents per share last year).
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Commentary on the Group Final Results

Introduction

Reported profit after tax of $80.1 million for the year ended 30 June 2007 compared
with $65.4 million for 2006. Results included a net $(12.2) million in pre-tax one-off
costs associated with various strategic initiatives. Reported EBIT was $185.5 million,
up 22% on the prior year.

An improvement in underlying operating earnings ($197.7 million, up 26% versus the
prior corresponding period) was seen. This improvement has been primarily due to
growing net benefits from internally generated strategic initiatives and favourable shifts
in product mix in both Manufacturing and Merchanting.

Regional variations in capacity utilisation and pricing have been driven by different
levels of supplier discipline and exchange rates. This has meant a more supportive
pricing environment in the United States and a continuation of the more challenging
conditions across Europe, Australia, New Zealand and Canada. EBIT has yet to see
any substantial benefit from improving capacity utilisation in Europe.

Working capital showed a normal seasonal reduction, while the year end working capital
to sales ratio further improved to 15.5% from 16.6%. The average working capital to
sales ratio showed a 5% improvement over the prior year, reducing from 18.9% to
17.9% (currency adjusted).

The return on average funds employed of 7.0% continued to improve (up 0.8pts but still
below target) with both Merchanting and Manufacturing showing increased returns. This
is a credit to the employees of PaperlinX who have continued to focus on delivering
improvements against controllables.

Paper Merchanting

The Paper Merchanting businesses achieved EBIT of $205.2 million, up 9% on the prior
year. Operating earnings in North America were up 36% in local currency boosted by
the inclusion of Spicers Canada (9% excluding Spicers Canada), Europe was up 11% in
local currency and Australia, NZ and Asia was down 47%, where the earnings remained
under significant pressure from lower priced paper imports and currency impacts.

Overall, the Paper Merchanting businesses have continued to produce good returns in
this difficult environment, with clear potential for upside from any improvements in the
current market conditions. Total merchanting return on average funds employed
increased to 11.9% from 11.4% in 2006 {(and 10.5% in 2004), and remains well above
the cost of capital. Overall expenses rose 2.1% (adjusting for acquisitions and direct
currency), partially reflecting the improved European stock to indent ratio, while the year
end working capital to sales ratio reduced to 13.5% from 14.7%.

L




Australia, NZ and Asia earnings were negatively impacted by lease and restructuring
charges of $(3.2) million and a $(5.4) million loss from the continued strengthening of
the NZ dollar (up 27%) impacting currency related items.

Paper Manufacturing

Underlying operating earnings from PaperlinX's Paper Manufacturing business in
Australia benefited from internal initiatives, cost control and efficiency programmes.
Operating earnings of $10.2 million included a net $(10.6) million charge due primarily
to restructuring and implementation costs associated with the Maryvale Mill bleach plant
and pulp capacity upgrade including the out sourcing of the Maryvale Mill wood yard.
Underlying operating earnings of $20.8 million was a sound improvement on the $10.2
million earned in the prior year. This was achieved despite significant input cost
pressures during the year (around $26 million on pulp, fuel, oil and chemicals).

Paper Manufacturing’'s strategy is to increase domestic sales through product,
environmental and logistics innovation while managing costs through efficiency and
supply chain improvement. During 2007 plant operating efficiencies and supply chain
costs have improved, as has mix. Strategic initiatives have also begun to deliver
significant benefits, including the upgrade of the Maryvale number 1 sack kraft machine,
the closure of the Shoalhaven number 1 and 2 paper machines and the creation of
PaperlinX Office. Future gains will come from continued improvements in operating
efficiencies, cost reductions and mix. The upgrade of the Maryvale pulp mill and its
associated projects will provide additional benefits for 2009 and beyond.

Earnings have continued to be impacted by depressed Australian paper selling prices
as a combined result of a strong Australian dollar relative to the US dollar and regional
over supply in coated paper markets. This has meant a continued high level of paper
imports lowering paper selling prices in Australia, and reduced export returns when
translated to Australian dollars.

The first major shut for the pulp mill upgrade was completed on time despite industrial
relations and weather issues. To date, over 90% of materials and 30% of labour has
been expended on the pulp mill upgrade. Two more major shuts are scheduled during
this fiscal year. The cost of the project is now expected to be up to 25% above the
original estimate of $203 million. The key impacts on costs result from higher material
costs and the tight labour market in Australia, with industrial relations and weather the
key risks to on-time completion. Benefits to be realised in 2009 are also running above
initial forecasts, due to the high imported pulp costs, and as a result the project is
anticipated to deliver returns in line with expectations.




OPERATING EARNINGS

The following table shows, for PaperlinX Limited and controlled entities, Operating Earnings
(EBIT), Sales Revenue and Total Assets by industry segment for the year to 30 June.

EBIT Sales Revenue Total Assets
Jun 2007 Jun2006 Jun2007 Jun2006 Jun2007 Jun 2006
™M M ™M M m ™
Industry Segments
Europe 139.9 123.5 4,780 4,528 2,148 2,187
North America 51.5 39.9 1,380 1,133 502 569
Australia, NZ and Asia ! 13.8 255 1,033 1,049 462 472
Inter-merchant Sales - - (34) (19} - -
Total Paper Merchanting 205.2 188.9 7,159 6,691 3,112 3,228
Paper Manufacturing!” 10.2 (3.3) 1,016 1,021 1,148 1,032
Corporate (V@ (29.9) (33.2) 129 56
Operating eamings before interest & 185.5 1524
income tax
Net Interest (70.9) (65.1)
Income Tax Expense (34.4) (21.9)
Qutside Equity Interests {0.1) 0.0
Inter-segment Sales (336) {340)
Unallocated Assets 53 74
{deferred tax assets)
Total 80.1 65.4 7,839 7,372 4442 4,390

Notes — (1) Reported historic results adjusted to reflect the formation of PaperlinX Office.
(2) Corporate includes Group overheads, governance and compliance costs, financing costs,
public company costs, Group wide long term incentive costs and applicable one-off items.

Underlying Operating Earnings

The reported operating earnings for the past
three years have contained a number of one-  Asm Underlying Group Operating Earnings
off items. This chart helps provide clarity on 430
the trend in underlying operating earnings
(EBIT) after removing one-off costs and
benefits relating to property transactions and 80 1
costs associated with implementing strategic  gq -
initiatives. On this basis, the second half EBIT

100 4

for 2007 has continued the improvement seen 40 -
in the first half of the year. 20 4
04
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Trade Working Capital

Trade working capitai for the Group at June

2007 was $1,212 millon. This was 5% lower ™" poragovorng
than June 2006. Average trade working ] CapitalSaies [
capital for the year was $1,387 million, in line {Currency Adjusted) -

RHS b 19

with the prior year after adjusting for currency Roling Averagd
and acquisitions. The working capital to sales 1400 - Working Capital
ratio continued to show improvement, reducing (Currency Adjusted) - LHS
to 15.5% versus 16.6% at June 2006, and the
13 month rolling average fell from 18.9% to
17.9% (currency adjusted).

- 18
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Financial Position

At 30 June 2007, PapertinX had a gearing ratio of net debt to net debt plus equity of 24.3%,
which is below both last year and the Group's target range of 40% to 50%. Interest cover was
2.6 times. Both of these ratios are in compliance with debt covenants.

Earnings before interest, tax, depreciation and amortisation (EBITDA) were $286.5 million, up
11% over the prior year. Net cash inflow from operating activities was $143 million, down $117
million versus the prior year due to a lower shift in trade working capital and movements in other
non-current receivables and payables. Inventory days improved by a full 6% over June 06 levels
and creditor and debtor days were in line with June 2006. Net debt has reduced to $612 million
compared to $903 million last year.

Capital expenditure in the period was $212.7 million ($112.4 million, excluding the pulp mill
project, 111% of depreciation). No significant new expenditures have been committed to over
the past six months. Funding for all capital expenditure projects is adequately available within
existing credit lines.

Significant progress was made in reducing the company’'s net liability for superannuation
defined benefit plans. As at 30 June 2007 the net liability was $38.4 million a reduction of $49.4
million from 30 June 2006.

During March 2007 $285 million of hybrid securities in the form of PaperlinX Step-up Preference
Securities (SPS) were issued to Australian investors. This issue reduced debt, strengthened the
Group’s balance sheet, provided increased financial flexibility and enhanced PaperlinX’s
financial position to take advantage of future opportunities. The distribution for this instrument
for the 2007 financial year was $2.3033 per security which totalled $6.6 million.

PaperlinX has an appropriate mix of long, medium and short term debt, and has undrawn lines
of credit available to it beyond current foreseeable needs. In February 2007 the company
reduced its multi currency borrowing facility from US$815 to US$700 million. Net interest
expense increased 8.9% to $70.9 million reflecting an increase in floating interest rates,
changes to the domicile of debt offset by the raising of the SPS.

Potential future income tax benefits relating to accumulated tax losses of $90.3 million (tax
affected) have not been recognised in the balance sheet.
Dividend

Directors have declared an unfranked final dividend of 6.0 cenis per share (4.5 cents per share
last year) representing a payout ratio of approximately 70% of earnings per share post the



aisribution (o the olep-up rFreterence oecuriiies, rnis brings tne total awvidend for the 2007
financial year to 11.0 cents per share (10 cents per share last year).

The final dividend will be paid on 26" September 2007 to shareholders on record as of 5"
September 2007 as being entitled to the dividend. The PaperlinX Dividend Reinvestment Plan
(DRP) applies in respect of this final dividend.

SUSTAINABILITY
Employees

As at 30 June 2007, PaperlinX had 9,502 employees, down 1.7% versus the prior year but up
1.4% versus two years ago (as a result of acquisitions). Of our employees 29% are in Australia,
New Zealand and Asia, 54% in Europe and 17% in North America.

Safety

Achieving our goal of no accidents and injuries  Annual LTIFR

is a challenge. Over the past six years the 12 1 (Injuries per milion hours worked)
overall Lost Time Injury Frequency Rate (LTIFR)
has been reduced successfully by 40%,
however in the last 12 months the Groups rolling
LTIFR only decreased from 5.9 to 5.8.

10 A

The challenge is to address this plateauing of
performance. A number of programmes are 4 . ' ' i

underway and these include a focus on health 2001 2002 2003 2004 2005 2006 2007
and wellness, vehicle and traffic risk and manual

handling.

Safety and health will continue to be a key focus
for PaperlinX at all levels of management and
operations.

Environment

PaperlinX has a long-term commitment to the environment through many initiatives and is
focusing on areas where sustainability can deliver real and credible benefits at many levels.

We believe there are three critical areas our organisation should focus on:

1. Epergy use and carbon footprint (greenhouse gas emissions)
2. Resource Use and Water management
3. Waste reduction and recycling

Manufacturing is an energy intensive business and storing and distributing paper also uses
energy. As a business, it makes good sense both from an economic and social perspective to
look for ways to reduce our impact which is why we set ourselves an objective of quantifying our
energy use and reducing its environmental impact. Given that our manufacturing operations
account for around 90% of our energy use much of the effort is focused here. Key projects
include:
e PaperlinX has signed a Greenhouse Challenge Plus agreement with the Australian
Government and will identify and implement further opportunities to reduce greenhouse gas
emissions (GGE)

L




¢ The Maryvale Pulp Mill upgrade will provide strong economic benefits and reduce GGE,
other air emissions, odour and liquid waste.

¢ Qil and coal fired boilers are being replaced at Wesley Vale and Shoalhaven which will
significantly reduce GGE.

e The Group is rationalising its logistics operations in Europe to improve fleet utilisation and
reduce GGE.

Continued progress has been made on further reducing water utilisation, with a 2.5% decrease
in the raw water used per tonne of production at the Maryvale Mill over the year, while the water
recycling factory initiative adjacent to Maryvale is expected to further reduce the site’s daily raw
water demands by around 12% by using recycled industrial and household waste water.

Sites around the group are identifying and implementing recycling opportunities for waste such
as fibre, plastic, paper, wood and metals.

PaperlinX had no significant environmental breaches or non-compliance with environmental
regulations during the year.
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PAPERLINX LIMITED AND

_CONTROLLEDENTITIES. _ e JUpe- 2007~ —-June-2006—
Current Assets M 28740 2,880.6
Non Current Assets M 1,568.4 1,500.8
Total Assets M 4,442 4 4,380.4
Current Liabilities ™ 1,823.0 1,460.3
Non Current Liabilities M 714.3 1,321.4
Total Liabilities M 25373 2,781.7
Shareholders Equity ™ 1,905.1 1,608.7
Key Balance Sheet Ratios
Net Debt M 611.8 903.3
Net tangible assets per share $ 258 2.49

INCOME STATEMENT

PAPERLINX LIMITED AND
CONTROLLED ENTITIES

Year ended 30 June

2007
M

2006
M

SALES REVENUE _ 7,839.3 7.371.6
QOperating Eamings before depreciation, amortisation, interest and 286.5 257.1
income tax (EBITDA}
Deprecfation and amortisation (101.0) {104.7)
Operating Eamings before interest 185.5 152.4
and income tax (EBIT)
Net Interest Expense (70.9) (65.1)
Operating profit from Ordinary Activities before income tax 114.6 87.3
Income tax expense on Operating profit (34.4) {21.9)
Qutside Equity Interests {0.1) 0.0
NET PROFIT AFTER TAX 80.1 65.4
RETURN ON AVERAGE FUNDS EMPLOYED "

Year Year

June 2007 June 2006

Merchanting” % 11.9 114
Australian Paper” % 1.1 (0.2)
PaperlinX Group % 7.0 6.2

* before allocation of corporate overheads
() EBIT / average funds employed
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Summary and Qutlook

An improving demand picture in Continental Europe is not matched in the important UK
market, resulting in a flat demand picture for PaperlinX in Europe. North American
demand softness is balanced by supply reductions to support pricing, while Australia
and New Zealand are experiencing price softness resulting from the weak US dollar,
though this may improve based on recent currency movements.

The impact of the weak US dollar on the overall PaperlinX results is substantial despite
the real progress made on efficiencies, costs and expenses to mitigate this impact.
Major exposures are on pricing, input cost recovery and export sales translation in our
Paper manufacturing business in Australia. Pricing in Europe, New Zealand and
Canada is also indirectly affected.

Capacity reductions and demand growth in continental Europe are leading to increased
support for post-summer coated woodfree paper pricing across Europe. Pricing in the
US on coated woodfree paper is supported by anti-dumping actions against Asian
suppliers to that market, but resulting supply dislocations from this action and currency
movements will be seen in other geographies.

PaperlinX has invested capital and restructuring charges over the past three years to
improve competitiveness and strengthen our future platform. The 2008 fiscal year will
see a continuation of investment in this programme with substantial net benefits to be
realised from these initiatives in 2009 and onwards. Our current potential is to exceed
our 2009 target of $100 million by $20 million. There is still much to be done to secure
these benefits though momentum is favourable.

For further information, please contact:

Mr David Shirer

Executive General Manager
Corporate Affairs

PaperlinX Limited

Ph: +61 (3) 8540 2302

Ph: +61 (407) 512 521

Forward looking Statements:

Certain statements in this release relate to the future, including forward looking statements relating to PaperlinX’s financial position
and strategy. These forward looking statements involve known and unknown risks, uncentainties, assumptions and other important
factors that could cause the actual results, performance or achievements of PaperlinX to be materially different from future results,
performance or achievements expressed or implied by such statements. Neither PaperlinX nor any other person gives any
representation, assurance or guarantee that the occurrence of the events expressed or imptied in any forward looking statements in
this document will actually occur and you are cautioned not to place undue reliance on such forward looking statements.

Subject to any continuing obligations under applicable law or any relevant listing rutes of the ASX, PaperinX disclaims any
obligation or undertaking to disseminate any updates or revisions to any forward looking statements in this document to reflect any
change in expectations in relation thereto or any change in events, conditions or circumstances on which any such statement is
based.
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AFFENDIA T - oECTUR CONIMENTARY

PAPER MERCHANTING ("

Year Year

June 2007 June 2006

Sales Volume ‘000 tonnes 3,764 3,692
Sales Revenue ASM 7,159 6,691
Eamings before Interest & Tax ASM 205.2 188.9
EBIT/Sales Ratio % 29 28
Return on Average Funds Employed % 11.9 11.4

(1) Reported historic resuits adjusted to reflect the formation of PaperlinX Office

Overall sales volume for Paper Merchanting was up 2%, benefiting from the inclusion of
Spicers Canada for the full year, however sales volume reduced in the UK, the
Netherlands and in New Zealand.

The stock to indent ratio (the ratio of product sold from our warehouse stock compared to
the product sold directly from suppliers) continued to improve, resulting in a favourable $9
million mix variance.

Growth in Sign and Display and Industrial Packaging continued, with revenue from these
activities up 12% on the prior year.

Sales revenue for the total Paper Merchanting business was 7% ahead of the prior year
and EBIT was 9% ahead.

The return on average funds employed was 11.9%, well above the cost of capital and a
4% improvement over 2006 (11.4%).

Europe
Year Year
June 2007 June 2006
NW Europe ‘000 tonnes 738 751
UK & Ireland ‘000 tonnes 1,180 1,202
Central & Southem Europe ‘000 tonnes 525 505
Total European Sales Volume ‘000 tonnes 2,443 2,458
Sales Revenue €M 2,828 2,732
Eamings before interest & Tax €M 82.8 745
EBIT/Sales Ratio % 29 27

Note {1} Also includes volume from South Africa

L]

Sales volumes were 1% lower than in the prior year due to the weaker UK market and
some volume lost during the Netherlands integration. The volume impact was largely on
lower value indent (direct) volumes.

The average price realisation across the European merchanting platform was 4% ahead
of last year. Coated woodfree paper prices ended 2007 higher than at the end of 2006
(up 1-2% in Germany and 5-6% in the UK) but had a mixed performance during the
year, while uncoated woodfree prices were tracked higher throughout the year (up 5% in
Germany and 5% in the UK).

Reported EBIT was up over 11%, supported by benefits from strategic initiatives.
Underlying EBIT was up 17% to €81.9 with the prior year reported EBIT including one-off
gains on property sales.

Progress on the rollout of the UK integrated logistics solution, The Delivery Company,
has progressed well with 7 sites now operational.

12



= The stock to indent ratic improved 0.8 points versus the prior year.

" Proprietary brands grew 10% in volume and now represent over 20% of total paper
volumes.

= Sign and Display and Industrial Packaging sales revenue was up 9% over last year.

« Average working capital saw a slight improvement on the prior year despite 3.5%
revenue growth.

» The sale of French paper merchant Axelium and acquisition of Italian paper merchant
Antalis SpA were completed successfully.

- Following the end of the year, the decision was made to exit a small merchant position in
Finland.

= The overall UK market is estimated to have declined by 3.4% compared with 2006, with
PaperlinX merchants gaining market share.

+ Qperating expenses were impacted by a small number of bad debts and increased
1.1%. The increased stock sales also contributed to the rise in distribution expenses.

- Following the progression of pension benefits to a defined contribution system a
curtailment gain of approximately €8 million arose in accordance with AIFRS across a
number of superannuation plans.

» The rollout of a common European IT system is progressing to plan with implementation
in Ireland and progressed rollouts in Germany and the UK.

North America

Year Year
June 2007 June 2006
Sates Volume ‘000 tonnes 623 508
Sales Revenue USSM 1,078 841
Earnings before Interest & Tax US$EM 40.2 29.6
EBIT/Sales Ratio % 37 35

» Total sales volume growth for North America of 23% was boosted by the inclusion of
Spicers Canada for the full year.

+ Proprietary brand volume growth of 18% brings the total volume sold through our own
brands to over 25% of total volume.

+ North American paper selling prices continued to be supported by mill capacity
reductions, with realised prices up 4.6% on the prior year, despite weaker market
demand.

» Total operating earnings grew by 36% (9% excluding Spicers Canada) reflecting the
earnings leverage to improvements in the operational environment along with the
inclusion of Spicers Canada.

» The EBIT/sales ratio grew to 3.7% from 3.5% in the prior year.

« The impact of anti-dumping actions and countervailing duties is currently flowing through
in US pricing. !

» The acquisition of Spicers Canada has been accretive to earnings with a very successful
integration into our North American business platform and the upcoming Toronto
warehouse integration will create another layer of opportunities. Returns have already
exceeded year 3 acquisition targets (+15% ROAFE).

» IT integrations across Canada and within Kelly Paper are progressing well and expected
to provide positive benefits as our entire North American business establishes a
common platform.

« There are a wide range of strategic initiatives underway across North America, which
has included the establishment of a Global Customer Solutions Group.

«  Working capital improved by 6% compared with the prior year.

+ Operating expenses excluding the impact of Spicers Canada were up 5.6%, mainly
reflecting sales growth. The operating expense to sales ratio was largely unchanged
from the prior year.
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Australia, NZ and Asia ‘"

Year Year
et dune 2007 T T June 20060 T T
Sales Volume ‘000 tennes
Sales Revenue ASM 1,033 1,049
Eamings before Interest & Tax ASM 13.8 25.5
EBIT/Sales Ratio % 1.3 2.4

Note (1) Reported historic results adjusted to reflect the formation of PaperlinX Office. Includes the Group's
paper trading activities.

The New Zealand EBIT compared to the prior year was negatively impacted by $(7.7)
million resulting from the continued strong appreciation of the New Zealand dollar (up
27% against the US dollar) affecting the translation of foreign currency items.

Australian EBIT compared to the prior year included a net $(1.7) million impact related to
restructuring activities. The combination of these two variances versus last year was
$(9.4) million, explaining the majority of the total EBIT variance versus prior.

Reported EBIT was down 46% with underlying EBIT down 38%. Considerable focus has
been applied to further reduce costs (down 3.0%} given difficult market conditions.

The Australian market saw no overall growth in volumes, while the New Zealand market
is estimated to have fallen by 8%. We have seen a small amount of market share loss in
these two markets as pricing leadership was provided. Volume growth in Asia was a
solid 11%.

Pricing in Australia and New Zealand remained under pressure from a weak US dollar.
Overall pricing for Australia, NZ and Asian merchants was down around 1% with
regional and mix variations.

Recent strengthening of the US dollar versus the Australian dollar and the Euro, coupled
with increasing global capacity utilisation on coated woodfree paper and announced
European pricing, could lead to increased Australian prices.

Customer consolidation has been a feature of both the Australian and New Zealand
markets.

Asian EBIT was 7% above the prior year on the back of volume growth and tight control
of operating expenses. Overall pricing was down on the prior year which put some
pressure on margins.

Paper Trading had a strong year with EBIT significantly above the prior year though
volumes from Paper Manufacturing reduced due to previously annocunced production
line closures.

Average working capital was reduced 9% as a result of good performance on a range of
initiatives. 2007 saw a significant number of warehouse consolidations across the whole
PaperlinX network in Australia to ensure the business is well positioned in what is
expected to remain a highly competitive market.

14
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PAPER MANUFACTURING ©

Year Year
June 2007 June 2006

Communication Papers Volumes ‘000 tonnes 499 530
- Australia/New Zealand % 80 80
Packaging Papers Volumes ‘000 tonnes 319 316
- Australia/New Zealand % 70 73
Total Sates Volumes ‘000 tonnes 818 846
Sales Revenue ASM 1,016 1,021
Underlying Eamnings before Int & Tax ASM 208 10.2
Reported Earnings before Int & Tax ASM 10.2 (3.3)
Retum on Average Funds Employed % 1.1 {0.2)

Note (1) Reported historic results adjusted to reflect the formation of PaperlinX Office

Overall sales volumes were down 3% from closures at Shoalhaven 1 and 2.

Higher pulp costs impacted EBIT by A$(22) million, with the average price of puip up
20% on last year in Australian dollars. Cost increases in US dollars have been mitigated
to some extent by the stronger Australian dollar. Pulp prices have remained high with
further increases announced going into 2008.

EBIT included a range of one-off items, including asset sales and costs associated with
strategic initiatives (A$(10.6) million). Underlying EBIT of A$21 million was 103% up on
the prior year. Overall earnings from packaging activities were at a similar level to last
year.

The high Australian dollar continues to hold down pricing across most segments, though
more particularly in coated woodfree and publication papers markets, with a net direct
impact on EBIT from export earnings of A$(9) million. Over capacity and consolidation in
the Australian printing industry is keeping pressure on paper prices making it difficult to
pass on cost increases.

The creation of PaperlinX Office has provided a better contribution than expected with a
successful integration of a number of channels to market. Domestic volumes of
manufactured copy paper increased 2-3%, as we were better able to match customer’s
needs with a wide range of papers for office and home uses, including a wide range of
papers containing recycled fibre diverted from Australian landfil.

Domestic linerboard volumes were down 4% on last year, below expectations due to
market circumstances.

Sack kraft demand has been good in export markets, with international selling prices in
US dollars for exports at record levels; however, much of the gain was lost on
translation.

Mill operating performance improved over the prior year, with the changes at the
Shoalhaven mill returning that facility to profit. Efficiency gains, supply chain savings and
mix management more than offset the increased input costs.

Working capital was down 2% over the prior year with the working capital to sales ratio
of 24.1% showing a similar trend.

The first major shut of the pulp mill project was completed over June/July 2007. Project
work was completed on time and to good quality. This was a good outcome given the
complicating factors at the time of industrial disputes in contractor workforces and
unprecedented rain during the shut.

The cost of the pulp project is now expected to be within 25% of the original estimate of
$203 million. The key impact on costs results from materials, the tight labour market in
Australia, with industrial relations and weather being the key risk to timely completion.

15

(




APPENDIX 2 — VARIATION ANALYSIS

Reported EBIT for the year ended June 2007 was $185.5 million, up 22% on the $152.4 million
reported for the prior year. The chart below highlights the key items of variance between these two
years, with commentary relating to the three key areas.

EBIT VARIATION ANALYSIS BY MAJOR INFLUENCE 7
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Top Line Growth

+  Product volumes excluding Spicers Canada were slightly down on the prior year and
reflected the decline in manufacturing volumes, and tough market conditions in the UK
and The Netherlands.

- Momentum is being seen in the Graphics, Sign and Display and Industrial Packaging
product areas saw revenue growth of 12%.

« Product mix equally has shown the positive impacts of continual focus on moving more
merchant volumes towards stock rather than indent. As compared with the prior year,
there was an $9 million benefit due to a 0.8% point shift in this mix.

+ Price has also benefited in Manufacturing by the improvement in global packaging and
uncoated woodfree paper prices in US dollars (up $9 million), however the stronger
Australian dollar has effectively eliminated this gain.




Strategic Initiatives

Overall strategic initiatives continue to have a positive impact on group earnings, up a
net $32 million compared to last year, making a total of $41 million since the 2005 base.
Restructuring costs at $22.3 million were below the prior year by $3.1 million and whilst
being partly funded by property transactions of $10.1 million, the level of offset was
$11.1 million below the prior year’s profit.

Gross benefit from initiatives (before costs) from 2005 is now $53 million, up $40 million
over the 2006 level, reflecting the short payback of a number of the initiatives.

External Impacts and Expense Management

Foreign currency direct impact was an adverse $15 million compared with 2006, being
equally split between Paper Manufacturing, due to lower export earnings, and Paper
Merchanting, the majority being in New Zealand due to adverse impacts on paper
purchases.

Commodity input cost pressures continued in our Manufacturing business (up $26
million) most notably, the cost of pulp which was up 27% in $US over 2006.

Expense management has continued to be a key focus, with total trading expenses up
1.7% over 2006 excluding the impacts of acquisitions, partially reflecting the increased
stock deliveries in Eurcpe and sales growth in North America.

Allowing for inflation, expenses improved around $39 million. Contributing to this was
$13.8 million, resulting from gains under AIFRS due to the curtailment in respect of a
number of defined benefit superannuation plans. Significantly, the net liability for
superannuation defined benefit plans reduced by $49.4 million to $38.4 million.
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Key Variances to EBIT

External Im pacts & Expenses

Strategic [nitlatives

Top line Growth
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